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Functions of 
State 
University 
Comptrollers 


The trend of the times is toward a progres- 
sively expanding economy. This trend is 
intensified in the field of higher education. 
In past decades, when higher education 
was limited in scope and represented a 
minute portion of the total economy, the 
demands on the business operations side 
of higher education were also limited. As 
a result business operations of universities 
and colleges were based upon skeletal pro- 
cedures, which differed basically from those 
designed for today’s dynamic expansion. 

In recent years, higher education has 
come of age and has been confronted by 
world wide recognition of its importance. 
This importance is being emphasized not 
only in teaching and research, but also in 
regard to the direct assistance which uni- 
versities must provide to industry, govern- 
ment, the arts and numerous other fields. 


University administration 

These dynamic changes in the concept 
of business operations in the field of higher 
education have made certain other changes 
necessary. Administrative personnel have 
had to exert concerted efforts to meet the 
challenge and provide their universities and 
colleges with the necessary business tools 
to carry out the new and more profound 
responsibilities assigned to them. One of 
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the officers in University administration 
today to whom this challenge is presented 
is the Comptroller. 

Although a large University does not 
function and cannot be operated exactly 
as a modern corporation, the duties and 
functions of the Comptroller in each are 
somewhat similar. His duties are basically 
to assist the faculty and administration in 
securing the largest possible return from 
the funds available in terms of the various 
programs of the University. 


COMPTROLLERS’ 
RESPONSIBILITIES 


The functions and responsibilities of the 

comptroller for an institution such as the 

University of Missouri are generally as 

follows: 

1. To assist in establishing, coordinating and 
maintaining an integrated plan of operations. 
At the University of Missouri this plan is 
the budget. 

Such a plan is essential for the Univer- 
sity to fulfill its ultimate objectives—the 
educational, research and service programs. 
It is brought about through the use of all 
available tools—such as experience de- 
rived from past operations, forecasting of 
needs for the future including estimates of 
revenues which will be available for meet- 


ing the expenses of the various programs, 
statistics, interpretation of data and anal- 
ysis of operations of similar institutions. 

Development of such a plan not only 
takes into consideration what the needs 
are for the next fiscal year or the next bi- 
ennial period but requires a look into the 
future as to what the long-range needs of 
the institution might be. 


Continuing surveys of rates of pay for 
both the academic and the non-academic 
personnel are necessary. Keeping abreast 
of related personnel policies and the extent 
of the fringe benefit programs at other edu- 
cational institutions in order that a com- 
petitive position may be maintained is im- 
portant. A good plan should include also 
a determination of what the needs will be 
for laboratory and classroom facilities and 
equipment. 


Budgeting 

As one might expect, the budget is not 
developed by any one individual. In order 
to be effective it represents the combined 
efforts of many people. Such a plan of op- 
erations must then be recommended by 
the President of the University and ap- 
proved by the Governing Board. 


In the case of the University of Missouri 
the budget is developed on a yearly basis 
for internal purposes and on a biennial 
basis for presenting University needs to the 
State of Missouri. With respect to appro- 
priation requests made to the Missouri 
General Assembly by the University for 
buildings and other capital items, such a 
program of needs extends over a long-range 
period of from 10 to 15 years. 


A very good example of long-range plan- 
ning being carried out at the University of 
Missouri is a study of future space needs 
and effective space utilization. This con- 
tinuing study is carried out by a special 
committee from the University with the 
assistance of staff members from the Di- 
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vision of Budget and Comptroller of the 
State of Missouri. This study attempts to 
project the needs for classrooms, labora- 
tories and other special facilities to meet 
the increasing enrollment. 


The size and scope of the operations of 
the University of Missouri in the fiscal year 
1960-61 may be reflected by the amounts 
being expended. During this one year pe- 
riod current expenditures will approach 
$35,000,000. This does not include the 
amounts expended for buildings and other 
related capital items. The contracts for a 
major portion of these projects are awarded 
on the basis of competitive bids, and 
money to finance these items is provided 
by state appropriations, sale of revenue 
bonds for housing and Union building fa- 
cilities, loans through foundations and other 
miscellaneous sources. 

A conservative estimate of the expected 
growth in the student body at the Univer- 
sity of Missouri through 1970 is shown in 
the accompanying chart. 

2. To measure performance against approved 
operation plans and standards and to report 


and interpret the results of operations to 
University staff and others. 


This measure of performance is brought 
about through the design, installation and 
maintenance of accounting, cost systems 
and records as well as the development of 
statistics which may be required. This in- 
cludes the collection, analysis and inter- 
pretation of data relating to past perform- 
ance and its translation into valuable in- 
formation for future operations. In carry- 
ing out this function with members of the 
University staff it is essential to develop 
approximate data, which will be timely, 
rather than precise data which will be too 
old to be of any effective use. 


1The management of this area of new con- 
struction and plant improvements is one of the 
functions of the University Business Manager. 
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Number of FALL SEMESTER ENROLLMENT Number of 


a University of Missouri—Divisions at Columbia and Rolla Students 
Pied ti T 23,000 
21,000 21,000 
20,000 —— Actual Enrollment 4 20,000 
19,000 Projected Enrollment (As of April, 1960) 19,000 
18,000 + 18,000 
14,000 + 14,000 
13,000 + + 13,000 
12,000 -+| 12,000 
11,000 11,000 
10,000 - + 10,000 
9,000 4 9,000 
8,000 + 8,000 
7,000 | 7,000 
6,000 4 6,000 
5,000 + 5,000 
4,000 + 4,000 
3,000 = 1960 - 3,000 
2,000 + 2,000 


1925 1930 1935 1940-1945 1950 1955 1960 1965 1970 


Type of statements filled if the statement is prepared in such 
The responsibility of the Comptroller @ manner that the reader may understand 

is not completely fulfilled by the prepara- it easily and quickly. 

tion of financial statements. It is only ful- This function is especially important in 


COST OF RUNNING COLLEGES AND UNIVERSITIES* 
AND SOURCES OF FUNDS 


Billions of Dollars 9.2 Billion ii Endowments 
$9 up 149% Pp and Gifts 
1958 - 70 
8 a © Other 
Sources 
up 67% 
6 Z Government 
F up 106% 
5 
4 3.7 Billion 
3 
Student 
2 Fees 
up 322% 
Billion 
FG 
1940 1954 1958 1970 


*From Financing Higher Education, by Dexter M. Keezer. Copyright 1959, 
McGraw-Hill Book Company, Inc. 
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the preparation of supporting data for the 
State Division of Budget and Comptroller, 
the Legislature and other state officials who 
may participate in arriving at the amounts 
to be appropriated to the University of 
Missouri for each operating period. 

It has been learned that the use of brief, 
summary data for reporting to outside 
groups is more effective in telling the story 
about University operations than volu- 
minous, detailed financial reports. For ex- 
ample, a report showing the sources of op- 
erating funds and how such funds were 
used for all divisions of the University of 
Missouri for the fiscal year ended June 30, 
1960 is shown below. 


be taken of the operations of the entire in- 

stitution. 

It is especially important that sufficient 
time be available for studies of the or- 
ganizational structure not only within the 
Comptroller’s Office but throughout the 
entire University. Observations and sug- 
gestions for irnprovement of organizational 
effectiveness are made to the President for 
his consideration. 

4. To report to government agencies, as re- 
quired, and to supervise matters relating to 
taxes. 

This area has become more complex since 
World War II with the vast amount of 
research work which is now being per- 


SOURCES AND USES OF FUNDS 


The Operating Money 
Came From 
Student Fees 9.6% 
Appropriations: 
State of Missouri 50.4 
Federal Government ...................--- 9.3 
Earnings from instructional depart- 
ments and self-supporting activ- 
ities 23.3 
Gifts, Grants and Endowment In- 
come 7.4 
100.0% 


3. To measure and report on the validity of 
the long-range objectives of the institution, 
and on the effectiveness of policies, organi- 
zational structure and procedures followed 
in attaining those objectives. 

In order to carry out this function it be- 
comes necessary for the Comptroller to 
consult with the Deans, Directors and de- 
partment chairmen in the various Univer- 
sity divisions. This consultation affords op- 
portunity to visualize the overall broad 
picture of the plan of operations and how 
each program is related to other programs. 
It is important here that an objective view 


The Operating Money 
Was Used For 


Instruction and Research. ................ 40.3% 
Extension and Public 

Services 13.3 
Libraries 2.4 


Physical plant operations including 
principal and interest on revenue 
bonds 12.1 

Self-supporting and instructional de- 
partments activities 22.7 

Scholarships, fellowships and prizes .. .6 


Administration of University ............ 2.1 
General expenses 6.5 
100.0% 


formed by the University in connection 
with various Federal and state governmen- 
tal agencies. 

Although publicly controlled and sup- 
ported universities do not have as many 
tax problems as do private universities, 
there are still a number of tax matters 
which are administered through the Comp- 
troller’s Office. These are primarily within 
the area of employee benefits. 

5. To interpret and report on the effect of ex- 


ternal influences on the attainment of in- 
stitutional objectives. 
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This function includes the continuous ap- 
praisal of economic and social forces and 
of governmental influences as they affect 
operations. Much time is now spent by the 
financial officers of educational institutions 
in dealing with the many complexities of 
contracts with the Federal and State Gov- 
ernments and the effects of such contracts 
on the educational and financial policies 
of the institution. Here is a list of the 
various Federal and State Government 
agencies with which the University has con- 
tracts for research programs: 


Federal Agencies 


National Institute of Health 
Office of Education 

Atomic Energy Commission 
Agriculture 

National Science Foundation 
The Army 

The Air Force 

The Navy 

Commerce 

Interior 


6. To provide protection for the assets of the 
institution. 

This area includes the establishment and 
maintaining of adequate internal control 
and auditing. It is exceedingly important 
that good internal control be established to 
protect the assets of the institution. This 
includes the activities of an internal auditor 
who complements, rather than duplicates, 
the work of independent outside auditors 
and audit representatives of various gov- 
ernmental agencies. 

The work of the internal audit office 
covers a wide area. This includes the 
checking for compliance with policy di- 
rectives, adequacies of internal controls and 
effectiveness of established systems and 
procedures. The internal audit staff also is 
used to good advantage in explaining to 
University personnel the reasons for in- 
ternal control procedures. 
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Financial and system review 

In order to make available funds go as 
far as possible it is extremely important 
that the Comptroller carry on a continuing 
self study of all operations. This will in- 
clude the study and review of existing 
methods, systems and procedures as well 
as organization and management efforts. 

For example, periodic reviews are nec- 
essary to see that the University’s invest- 
ment agents are getting the best yield, on 
the various University funds which are in- 
vested, and to make certain that such in- 


State Agencies 
Highway Commission 
Park Board 


Conservation Commission 
Agriculture 
Public Health and Welfare 


vestment programs are being administered 
in a sound, businesslike manner. 

Such studies and review of policies and 
procedures are brought about by the Comp- 
troller who may use qualified consultants. 
For example, outside actuarial consultants 
as well as University academic staff mem- 
bers are used in the administration of the 
University Retirement and Insurance pro- 
grams. 


COMPTROLLER’S RELATIONSHIPS 


Much has been written and said in re- 
cent years concerning the desired relation- 
ship which should exist between the Uni- 
versity business officer and members of the 
University faculty and others. One of the 
better articles dealing with this matter was 
published in “College and University Busi- 
ness” (June 1960)? by Mr. Clarence Scheps, 
Business Vice President for Tulane Uni- 
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versity. The highlights of this article are 
as follows: 


1. It must be accepted on the part of the busi- 
ness officer that finance and business are 
not the end purposes for which an educa- 
tional institution exists. It must be realized 
that instruction, research and public service 
are the primary functions of higher learning 
institutions. In order to accomplish these 
goals there must be a joint and cooperative 
effort of the faculty, the academic admin- 
istration and the business administration. 


2. Good business and financial management 
exist to serve the institution by maintaining 
and conserving institutional resources, by 
providing accurate and current financial in- 
formation and making available good man- 
agement of its diversified operations of 
which each large University has many. 


3. The business office staff must be well in- 
formed as to the educational objectives and 
aims of the institution and should be sym- 
pathetic toward them. Any attempt to sep- 
arate business from the academic, except on 
the narrow basis of technics, is unreal and 
artificial. 


4. The educational business officer is com- 
mitted to keep abreast of new methods and 
technics which may result in increased eff- 
ciency. The efficiency of any educational in- 
stitution, unlike that of an industrial enter- 
prise, cannot be judged solely on the basis of 
a low unit cost of production. Programs 
should not be cheapened and made less 
qualitative in order to show a low perform- 
ance cost. In making suggestions which 
might increase the efficiency of the institu- 
tion the business officer has to use good 
judgment and discretion in the way in 
which such suggestions are made. 


5. The University business officer should dis- 
cipline himself to keep abreast of what is 
being done in higher education in other 
states. This is important in that he may 
learn of new systems and technics which 
may be applicable in his own institution. 
He should keep informed of national prob- 


2 Published monthly by The Modern Hos- 
pital Publishing Co., Inc. (subsidiary of F. W. 
Dodge Corporation), 1050 Merchandise Mart, 
Chicago 54, Illinois. 
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lems affecting higher education as these 
same problems will, in all probability, affect 
operations at the local level. 

College and University business officers 
have their association groups, which among 
other things, afford the means of keeping 
abreast of changes in problems affecting 
higher education. For example, there are 
regional association groups of College and 
University business officers throughout the 
United States. In addition, there is “The 
National Federation of College and Univer- 
sity Business Officers.”® 


6. Finally, it is not sufficient that the business 
administration be efficient and well organ- 
ized but; in addition, it should be respon- 
sible for developing new technics in orient- 
ing the faculty and University staff in 
sound financial administration. Personal con- 
ferences with the operating heads as well 
as the use of business policy and procedure 
manuals are ways of bringing this about. 


SUMMARY 


In summary, the University Business Of- 
ficer is concerned with people and programs. 
The degree to which he contributes, along 
with the other officers of the University ad- 
ministration, in consolidating the two into 
an efficient operating unit will affect ma- 
terially the success which his University 
will attain in these changing and challeng- 
ing times. 


3 This is a new organization which serves 
generally toward constant improvement of busi- 
ness management in colleges and universities. 
It cooperates with other organizations in its 
general interest in education including the 
American Council on Education, U. S. Office 
of Education, Association of Land Grant Col- 
leges, Association of American Colleges and 
others with similar national programs. 

It also serves as a clearing house to keep 
college and university business management 
better informed on all matters pertaining to 
higher education. Membership in this organiza- 
tion consists of the regular members of the 
American, Central, Eastern, Southern and 
Western Association of College and University 
Business Officers. It is expected that per- 
he a headquarters will be in Washington, 
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The Second of a Two-Part Analysis of 
Long-Range Planning for Highways 


Long-Range 
Physical and 
Financial 
Planning for 


Highways 


A comprehensive highway needs study is 
designed to measure on a statewide or na- 
tionwide basis both the present and future 
demands for highways and highway serv- 
ices, to determine what kind of a highway 
network will be required to meet these de- 
mands and how much it will cost to own it, 
to investigate the fiscal impact of such a 
program and suggest how it may be fi- 
nanced adequately and equitably, and to 
suggest how the improved highway network 
may be administered most effectively. How- 
ever, by no means all of the long-range 
highway needs studies that have been or 
are being made, or are contemplated, are 
of the comprehensive type. The variations 
of the less-than-comprehensive studies are 
legion; sometimes only a single system, 
usually the State primary, is studied, or a 
physical needs study only is made, or a 
financing study only. However, the general 
procedures employed in a partial study 
should be essentially those employed in the 
comparable portions of a comprehensive 
study. Therefore, this article deals only 
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Chief, Highway Economics Branch 
Highway Needs and Economy Division 
Office of Research 

Bureau of Public Roads 

Washington, D. C. 


with the procedures that would normally be 
adopted for the comprehensive study. 

It has already been stated** that the 
engineering or physical needs study lends 
itself rather readily to “package” treat- 
ment because of the essential similarity of 
the situations found from one State to 
another, and from one period of time to 
another. Differences exist, of course, but 
these are largely differences of degree rather 
than kind, and the treatments accorded are 
basically the same. Technological changes— 
changes in design standards, for example— 
must also be taken into account, but, again, 
the methods of attack on the problem of 
needs measurement remain essentially sim- 
ilar. For these reasons the excellent discus- 
sion of engineering needs study procedures 
provided in the Farrell article previously 
cited is still pertinent. 


18 Part One of Mr. Steele’s article appeared 
in the March-April issue of the Review. Foot- 
notes are numbered consecutively beginning 
with Part One. 
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COORDINATION OF STUDIES 


Before the measurement of engineering 
or physical needs is begun it is necessary to 
develop (or obtain from other sources) cer- 
tain types of background information that 
are required for it. Since this information 
is also required for the fiscal study, the 
staffs of the two studies may well collab- 
orate in its assembly and development, or 
the one staff may agree to accept material 
provided by the other. 

Included in this category of background 
information are demographic and economic 
data bearing upon the present and future 
demand for highways and highway services; 
also historical material indicating how the 
highway network of the State has devel- 
oped to its present levels, and how respon- 
sibility for its management and financing 
has developed. 


MEASUREMENT OF NEEDS 


As Farrell so aptly stated: “Probably 
the greatest single problem in a study of 
highway needs, from the standpoint of 
planning, time, effort, and coverage, is the 
work that must be done by the various 
jurisdictional units in connection with de- 
termining the costs of their respective fu- 
ture road improvement programs.”** He 
divided the work program for this phase 
of the study into three operations: 

1. Classification of roads and streets into 
logical systems; 

2. Field appraisal of improvements needed; 

3. Processing and analysis of collected 
data. 

Before the field work is begun operating 
manuals must be devised to delineate the 
specifications, procedures, and forms under 
which the study is to be conducted. A sep- 
arate manual must be prepared for each 
level of government for which an appraisal 
is to be made—the State, counties, town- 


14 Op. cit., p. 123. 
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ships and incorporated places, for example. 
The complexity and detail of the individual 
manuals will differ among the various levels 
of government in conformity with the char- 
acter of the road systems under the juris- 
diction of each, and the degree and caliber 
of the engineering supervision under which 
each system is administered. Thus, very 
rigid criteria requiring great detail in the 
information assembled can be applied in 
estimating State highway needs, but only 
much broader criteria requiring a minimum 
of detail can be applied in the case of small 
local jurisdictions such as townships. 


Two sets of standards will customarily 
be delineated in the needs manual. One set, 
usually designated “tolerable” standards, 
will be applied when the observed deficien- 
cies of a road section are such that it ap- 
parently can be kept in cendition to render 
satisfactory service for several years with 
a minimum of improvement. A road sec- 
tion is considered to be eligible for imme- 
diate reconstruction when it fails to meas- 
ure up to these tolerable standards in most 
major elements. Then, another set of stand- 
ards, generally labeled “design” or “con- 
struction” standards will be applied. 

The two sets of standards will be sub- 
divided into two major categories, “road- 
way” and “structures.” They will pre- 
scribe permissible minimums of right-of- 
way width, design speeds, gradients, curva- 
ture, surface and shoulder widths, surface 
type and thickness, number of lanes, and 
load capacity of structures. These will be 
related to the volume and composition of 
traffic expected at some predetermined date 
in the case of “construction” standards, or 
to present traffic in the case of “tolerable” 
standards. 

The forms provided for reporting on 
existing conditions and needs will include 
a section for identification of the road seg- 
ment, indicating the administrative system 
to which it belongs, the route number (if 
any), and the exact location (county, rural 
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or urban area). A section for showing 
existing conditions will provide for entering 
segment length, cross-section, surface type 
and width, present traffic, traffic capacity, 
and observed deficiencies. Another section 
will indicate the nature of proposed im- 
provements, and the expected traffic in- 
crease which will require them. A final sec- 
tion of the form will provide for estimating 
the total and unit costs of the improvement 
required. 

Much of the success eventually achieved 
in obtaining acceptance of and support for 
the finally recommended needs program 
will depend upon the extent to which the 
levels of government directly responsible 
for the various highway systems participate 
in the evaluation of need and cost deter- 
mination, and development of financing 
plans for the classes of highways under 
their jurisdiction. Such participation may 
be achieved in one or more of several ways: 


1. By representation on the committee set 
up to sponsor a_ statewide highway 
needs study; 

2. By representation on advisory com- 
mittees to the study committee and/or 
operating staffs; 

3. By representation of the project plan- 
ning staff, especially the staff respon- 
sible for development of manuals and 
forms; 

4. By participation in the actual deter- 
mination of needs in the field; 

5. By participation in the preliminary re- 
view of the physical and fiscal program 
recommendations. 


Participation in the field determination 
of needs for each of the various highway 
systems by the governmental unit or units 
responsible for its administration is espe- 
cially desirable, but is often limited by the 
size and nature of the staffs of the individ- 
ual governmental units. The needs deter- 
minations for the State-administered high- 
ways are usually made by highway depart- 
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ment engineers. When necessary these 
crews can also perform the same services 
for counties or local jurisdictions. If a con- 
sultant is employed for the engineering 
needs study, it may be desirable for his staff 
to undertake the physical needs evaluation 
for those governmental units not staffed 
to make their own evaluations if in the 
opinion of officials of those units depart- 
ment employees would not be likely to 
make impartial evaluations. 


Highway classification 


The first step in the needs evaluation 
program as normally set up is the classifi- 
cation of highways into functional systems. 
This should be done independently and in 
advance of the engineering determination 
of the needed improvements. The classifi- 
cation study is fundamentally a sorting of 
existing roads and streets into functional 
categories, taking into account nature and 
amount of use, system integration (of ma- 
jor systems), and suitability for admin- 
istration and financing by a particular 
type of governmental unit. Much of the 
classification can be done from detailed 
maps, but some field checking will usually 
be necessary, especially in the case of “bor- 
derline” road sections. In its initial stage, 
the classification allocation should be made 
strictly according to prescription, but some 
modification may later become necessary 
during the final review of the initial as- 
signments. 

Highways are ordinarily classified into 
three broad functional groupings on the 
basis of the type of service rendered: Pri- 
mary (basically serving through traffic), 
secondary (arterial, collector, or feeder 
routes), and tertiary (predominantly land 
service). Local conditions or legal require- 
ments may dictate modification or further 
subdivision of these principal groupings, 
but the fundamental classification would 
still apply. 

The results of the classification study 


13 


will indicate what standards should be ap- 
plied in evaluating each section of road in 
the needs-determination phase. If the exist- 
ing classification is fundamentally rational 
the differences arising from the classifica- 
tion study will be minor, but if the existing 
classification is unsound the differences in- 
dicated by it will be extensive. Thus, if the 
State primary system has been overex- 
tended, a careful classification study will 
indicate many roads now on the State sys- 
tem that do not warrant being there. On 
the other hand, a too greatly restricted 
secondary system will be indicated by the 
discovery of extensive road mileage on the 
local system that is obviously performing 
secondary- or feeder-road service. 


Field appraisal of needs 


As the classification study nears com- 
pletion, the field measurement of needs can 
begin. Here the work is closely governed 
by the previously prepared manuals ap- 
plying to the functional classifications to 
which the individual road sections have 
been assigned. Normally, general supervi- 
sion of this activity will be directly by 
the engineering-needs-study staff, with the 
evaluation teams composed of employees 
(mostly engineers or engineering aids) of 
the jurisdictions responsible for the various 
road and street systems. However, as pre- 
viously stated, State highway department 
employees often are called upon to assist 
with or make the evaluations for the 
smaller jurisdictions not staffed with en- 
gineers, such as the less populous counties, 
townships, and incorporated places. 

For a comprehensive needs study, the 
physical needs evaluation will involve every 
mile of road and street in the State. How- 
ever, the lengths of the individual sections 
for which the needs determinations are 
made will ordinarily vary more or less in- 
versely with the importance of the system 
on which they are located. Thus, the road 
sections on the rural State highway system 
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might average less than 5 miles, while 
those on the local or land-service rural 
system might include all the roads of that 
class within a county. 


As the individual reports of deficiencies 
and needs are completed they are sub- 
mitted to the engineering-needs study staff 
which reviews them for completeness, ac- 
curacy, consistency, and adherence to in- 
structions. This “screening” process is one 
of the most important steps in the needs- 
determination program because it enables 
the staff to detect inaccurate, incomplete, 
or unrealistic estimates, which can then be 
referred back to the reporting agency for 
reconsideration and revision. Disagreements 
between the reporting agencies and the 
study staff are ironed out at this stage. 


In his Public Roads article Farrell esti- 
mated that the classification and appraisal 
phases of an engineering needs study may 
be expected to require from six to eight 
months on the average,’® but that the time 
required in any given instance may be ex- 
pected to vary because of the action of 
such factors as the complexity of the juris- 
dictional structure for highway administra- 
tion and the degree of cooperation obtained 
from highway officials at all levels. 


Processing and analysis 

Upon completion of the screening phase, 
the processing and analysis of the physical 
needs estimates can be started. If the field 
appraisals have been well-made on forms 
that provided for recording all of the 
needed information these steps become 
relatively simple, although time-consuming. 
In most comprehensive studies the volume 
of data to be handled is such as to require 
the application of automatic data proc- 
essing methods to get the job done most 
efficiently and in a reasonable period of 
time. 

The end result of this step in the study, 


15 Op. cit., p. 123. 
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which will require several months for its 
completion, will be a series of tabulations 
indicating the nature and magnitude of the 
physical construction or reconstruction re- 
quired for each road system. These tabula- 
tions should provide not only for indicating 
the volume of work to be done but also 
the estimated costs of these improvements, 
which are determined during this phase 
on the basis of estimates provided during 
the field evaluation of needs. 


DEVELOPING THE PROGRAM 


The next step in the engineering needs 
study is the extremely important but deli- 
cate one of developing the specific pro- 
gram or programs to be recommended for 
adoption. Although the actual determina- 
tion is an empirical back-and-forth process, 
it necessarily involves the following steps 
which will be considered in the order 
named: scheduling, cost determination, and 
pricing. 

The aim of the program will be to pro- 
vide a highway network, each segment of 
which will be adequate to carry the volume 
and weight of traffic expected to be im- 
posed upon it at any future time up to the 
end of the period covered by the study. 
One or more schedules for achieving this 
aim will be provided in the final report and 
its supporting documents; the alternatives 
might include two or more schedules for 
completing the entire program, or they 
might provide different time periods for 
completing each designated system. For 
example, one combination might contem- 
plate bringing the primary system up to 
standard in 10 years, the secondary system 
in 15 years, and the tertiary system in 20 
years. The program periods recommended 
for consideration by legislators and admin- 
istrators would be predicated upon careful 
consideration of such factors as the nature, 
extent, and degree of the physical deficien- 
cies noted and the fiscal ability of the 
responsible jurisdictions to correct them. 
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Scheduling the program 


Although the question of the fiscal ability 
of the various levels of government to sup- 
port the highways under their jurisdiction 
is probably the most basic one to be con- 
sidered in preparing a schedule for a long- 
range highway improvement program, it is 
by no means the only one. The staff of the 
engineering needs study should receive ad- 
vice from the staff of the financial needs 
study on the fiscal feasibility of any time 
period proposed for completing an improve- 
ment program. Other factors that must be 
considered in long-range program sched- 
uling are the relative urgency of each major 
deficiency, stop-gap reconstruction that will 
be required if certain projects are deferred, 
and the effects of the inevitable time lag 
that occurs between the beginning of pre- 
liminary engineering and final completion 
of any construction project. 

At this point the schedule is usually not 
translated into a detailed construction pro- 
gram for either a single year or short-term 
period of years. Although relative priorities 
of construction needs will have been deter- 
mined for the more urgently needed im- 
provements, it will usually be neither prac- 
tical nor desirable to set up a detailed 
priority schedule of construction at this 
time. 


Cost determination 


The initial estimates of program costs of 
needed improvements and other related 
factors will be made on the basis of con- 
tracts let, force-account work done, or pur- 
chases made at the time of the physical 
needs determination. Whenever possible 
the cost determinations will be made in the 
field by personnel familiar with the work 
involved. However, they will be provided 
guides by the central office in the form of 
cost sheets showing contract, force account, 
and other unit cost data for similar current 
work. 
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Many elements of cost will need to be 
considered. For capital outlays these will 
include the purchase of rights-of-way and 
preliminary engineering as well as pay- 
ments related directly to construction. 
Costs of an adequate level of maintenance, 
both during and after construction, must 
also be calculated. To these must be added 
appropriate allowances for administration 
and such other miscellaneous items (for 
example, State highway police) as are di- 
rectly related to the highway function. 

The length of the program period or 
periods for which calculations are to be 
made will have an important bearing on 
cost determination. Thus, a long-term pro- 
gram will require considerable “stopgap” 
repair or construction to keep roads not 
scheduled for reconstruction until late in 
the program in serviceable condition in the 
meantime. Also lower-grade roads built or 
reconstructed early in the program may 
need to be rebuilt before the program pe- 
riod ends. These and other factors not de- 
lineated here could add considerably to the 
total cost of an improvement program 
spread out over 20 or 30 years above that 
which would be incurred if the same level 
of improvement were to be reached in 10 
years. 


Pricing the program 

The costs mentioned above will have 
been developed at price levels existing at 
the time of the physical needs study. For a 
relatively short-run program the effects of 
moderate upward or downward trends in 
prices will probably not be too severe to 
prevent the development of an adequate 
financing program, particularly if a con- 
siderable part of the construction is to be 
financed through borrowings. On the other 
hand, the use of current-level prices in 
estimating costs for a physical program to 
be completed over a 30-year period could 
be disastrous to the success of a financial 
program designed to support it if the value 
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of the dollar declined considerably in the 
meantime, and if the relative cost of high- 
way capital outlays and maintenance in- 
creased even more rapidly than prices in 
general. 

It is beyond the scope of this article to 
discuss in detail or evaluate the various 
factors which are likely to influence future 
trends in the prices that will have to be 
paid for the equipment, materials, and 
services that will be required to build, 
maintain, and operate our highways. All 
that can be done here is to warn those who 
attempt to develop long-range highway fi- 
nance programs that they must give due 
consideration to both trends in general price 
levels and those relating to highway costs 
if they are to plan adequately. If it can 
be assumed that the secular and cyclical 
trends of the recent past can be safely ap- 
plied to the future program period, the 
problem of adjustment is not an insur- 
mountable one even though separate and 
discrete indexes might need to be applied 
to various segments of the program—con- 
struction as contrasted to maintenance, for 
example. 


LEGAL AND MANAGEMENT 
ASPECTS OF A LONG-RANGE 
HIGHWAY PLAN 


To be completely successful in its appli- 
cation, a long-range highway program 
covering both the physical and financial 
aspects will also usually require some ac- 
companying changes in basic highway law 
—perhaps even in the State constitution— 
and in the management of the highway 
function. However, the engineers and econ- 
omists responsible for developing physical 
and financial highway programs have been 
almost without exception practical, hard- 
headed individuals, well aware of the diffi- 
culties inherent in any proposal calling for 
a major overhaul of existing legal provi- 
sions for and administrative management 
of the highway function. Consequently, 
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they have been loath to propose major 
changes in these areas unless such proposals 
were specifically requested or implied in 
the basic directives under which the studies 
were made, or would be unmistakably re- 
quired to meet other provisions of such 
directives. 

State constitutions sometimes stand 
as barriers to effective long-range high- 
way planning. Frequently provisions that 
seemed eminently sound and desirable at 
the time of their adoption subsequently be- 
came straitjackets insofar as effective man- 
agement of the highway function is con- 
cerned. State statutes often have the same 
effect, but as barriers to progress they are 
usually less formidable because of the 
greater ease with which they can be modi- 
fied. 

Areas in which constitutional or legal 
provisions most frequently hamper the 
management of the highway function are: 
Administrative classification of highways, 
including the addition of mileage to the 
State system; prohibition of borrowing to 
finance capital outlays for highways; rigid 
prescription of State highway department 
organization; prescription of formulas allo- 
cating proceeds from motor vehicle user 
taxes to local governments and among 
them, or diversion thereof to nonhighway 
purposes; limitation of salaries, from top- 
level posts in the State highway depart- 
ments to county and city engineers; provi- 
sions governing the procurement of rights- 
of-way; licensing and regulation of motor 
vehicles and drivers; vehicle and traffic 
regulation; election rather than appoint- 
ment of administrative officials requiring 
professional and technical training, such as 
county engineers; and the perpetuation of 
small local highway administrative units 
that cannot meet present-day needs efh- 
ciently. 

Some shortcomings in the management 
of the highway function can be rectified 
administratively without legislative action. 
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At the State level these may include re- 
organization of the highway department 
for more efficient operation; establishment 
of merit systems; elimination of political 
interference in the hiring and retention of 
employees; better coordination of highway 
department activities, as in planning and 
programming; and improvement of rela- 
tionships with other governmental units, 
such as counties and cities. At the county 
level these may include the reorganization 
of the highway departments for more efh- 
cient operation, including the upgrading of 
some jobs and salaries to make them more 
attractive to professional engineers; con- 
solidation (where permitted by law) of 
the highway activities small inefficient op- 
erations, such as townships or road dis- 
tricts, to obtain the benefits of better super- 
vision and more efficient use of men and 
machines; voluntary cooperative action 
along similar lines between small coun- 
ties, or between counties and incorporated 
places, to achieve the same benefits while 
preserving the autonomy of the individual 
units, and the installation of up-to-date 
procedures for planning and programing 
future work. Management improvements 
in city highway administration that can 
be installed without changes in the law 
will be generally similar to those that can 
be installed by counties, with differences 
more noticeable in degree than in kind, al- 
though the possibilities will differ consider- 
ably from one State to another. 


It is encouraging to note that during re- 
cent years State highway departments, 
counties, and cities have become contin- 
uously more and more aware of their part- 
nership and their need for cooperative ac- 
tion in the provision of a unified highway 
network adequate to serve the total needs 
of the State and the Nation. Much of this 
has come from the prodding of State leg- 
islatures and governors; some of it from 
new Federal-aid requirements added since 


the close of World War II; and, happily, 
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in some instances from farsighted volun- 
tary action by highway administrators at 
all levels of government. At the State level 
these new concepts are reflected in the 
existence of staff-level positions that usu- 
ally did not exist in 1945: “Engineer of 
county roads,” “Engineer of Federal sec- 
ondary roads,” “engineer of city and co- 
operative projects,” “secondary roads engi- 
neer,” and “urban engineer”—to quote a 
few listed for various States. Similar posi- 
tions, possibly not directly indicated by 
title, now exist in almost every State high- 
way department. Technical associations, 
such as the National Association of County 
Officers and the National Association of 
County Engineers, are performing yeoman 
service in fostering better intergovernmen- 
tal cooperation in highway matters. 

The legal and management aspects of a 
comprehensive long-range highway plan 
should, perhaps, be studied by a separate 
staff or staffs because of the special skills 
required. In many instances, however, they 
have been handled as adjuncts to the phy- 
sical or financial needs studies—generally 
the former. In any event, because of over- 
lapping and interdependence of the studies, 
there cannot be a complete disassociation 
of these areas from the other two, or of the 
other two (engineering and financial) from 
each other. 

Unless there is a clear directive to that 
effect, the recommendations of the high- 
way law and management studies will usu- 
ally not include the preparation of bills or 
constitutional amendments for enactment 
by the legislatures, although the adoption 
of so-called standard “uniform codes” or 
provisions thereof may be recommended. 


FINANCING EXPANDED 
HIGHWAY PROGRAMS 


The aim of the financial phase of a com- 
prehensive long-range highway needs study 
is to develop and propose one or more 
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schemes by which an adequate integrated 
highway network, such as may be recom- 
mended from the engineering-needs phase, 
can be financed fully and equitably. Un- 
fortunately, this statement is deceptively 
simple and covers, if not a “multitude of 
sins,” a multitude of activities, many of 
which are extremely complex, and their re- 
sults controversial. 


Content of the fiscal study 


The suggested Public Roads outline for 
a complete report on a comprehensive 
highway needs study previously mentioned 
contains only one of its thirteen sections 
that deals exclusively with finance and 
taxation. However, there are at least nine 
others that are of some concern to those 
in charge of the finance and tax study; 
their connection with these other segments 
will range from full direct responsibility to 
mere receipt of information obtained, proc- 
essed, and interpreted by others. 

A review of the benchmark reports on 
comprehensive long-range highway taxa- 
tion and finance studies will indicate that 
although the tables of contents differ to a 
considerable extent the variety of subjects 
treated will be remarkably consistent. 
Where separate reports are prepared on the 
physical and fiscal needs studies there will 
be sections of the two reports that largely 
duplicate each other but which will differ 
in direction and emphasis, and to some ex- 
tent in coverage. Where a combined report 
is prepared, there will ordinarily be only a 
single discussion of each area of joint in- 
terest, but it will be broad enough to cover 
all elements of concern to the physical, 
fiscal, or administrative studies. The dis- 
cussion that follows is oriented toward 
those elements that are important to the 
fiscal study without regard to the type of 
final report prepared. 

Among essential preliminaries to the 
fiscal study are: (1) Development of a 
clear and concise statement of the objec- 
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tives and scope of the study, including in- 
dication of the authority under which it is 
being made and by whom; and (2) prep- 
aration of a detailed work program. The 
statement of objectives and scope will have 
many uses besides becoming a part of or a 
supplement to the project agreement or 
contract under which the study is con- 
ducted. The outline of work to be done— 
the “skeleton” of the work program—often 
becomes the outline for the project report. 


Background material 


People (where they live, what they do, 
and what their incomes are) and land 
(how much, what kinds, and how it is 
used) are the fundamental factors that 
determine and control the need for high- 
way transportation. Therefore, it behooves 
the highway finance investigator to con- 
sider these things in the light of their bear- 
ing on the fiscal and tax aspects of any 
proposed highway program. In doing so he 
must not fail to give due consideration to 
not only the wishes of the public in such 
matters but also their financial ability to 
pay for what they want. 

His counterparts in the physical needs 
and administrative studies should also be 
giving consideration to these areas, but 
from somewhat different points of view. To 
avoid duplication or omission of important 
items, and to assure agreement in inter- 
pretations, investigation of these sociologi- 
cal and economic factors should either be 
conducted cooperatively or concentrated 
under one staff or the other. Since the engi- 
neering needs study will be done primarily 
by engineers and the fiscal study primarily 
by economists and other social scientists, 
it would seem to make good sense to have 
the activity on this phase concentrated 
under the direction of the fiscal study staff, 
but circumstances prevailing in any given 
case will, of necessity, dictate the working 
arrangements to be adopted. 

The text prepared as a result of these 
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endeavors should trace the historical devel- 
opment of agriculture, commerce, and in- 
dustry, and of rural and urban population 
distribution, up to the time of study. Spe- 
cial attention should be given to the rela- 
tionship between these factors (including 
land use, by implication), plus wealth and 
income, on the overall demand for trans- 
portation of people and goods, and how 
the demand is being met. There should also 
be an appraisal of the adequacy, economy, 
and fitness of the various transportation 
media to meet these needs. However, the 
broad objectives of the highway needs 
study must be kept continuously .in mind 
so that this phase of the project neither 
loses its direction nor bogs down from its 
own weight. 


Vehicle ownership and use 


Since motor vehicles are now the prime 
objects of taxation for support of the high- 
way function, the number and types of 
vehicles in use, where they are owned, and 
how they are used have an all-important 
bearing on highway finance and taxation. 
However, similar information will also be 
required for the physical needs study, prob- 
ably in even greater volume and detail, to 
measure construction and maintenance 
needs and develop the improvement pro- 
gram. In consequence, it has usually been 
the custom for the staff of the finance study 
to rely on the engineering study staff to 
provide most of the information needed 
in this area. 

Different types of information will be 
required for various segments of the fiscal 
study. Thus, in determining the incidence 
of taxes on motor vehicle users it will be 
essential to know how many vehicles of 
various basic classes are owned in the State, 
where they are owned or domiciled, and 
how they are used. Estimates of these 
values will also be required for the duration 
of the improvement program. Information 
will also be needed about the number and 
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types of vehicles registered outside the 
State that use its highways, and how much. 
Each type of cost allocation study that is 
made will also require different types of 
data about vehicles and their use. It is es- 
sential, then, that the fiscal study staff 
carefully appraise its needs for such infor- 
mation at the earliest possible moment and 
advise the engineering study staff of these 
requirements immediately so that plans for 
collecting all of the vehicle and travel in- 
formation required can be coordinated most 
effectively. 


Economic forecasts 


A long-range highway plan can be no 
better than the forecasts upon which it is 
based. Although the specific elements for 
which forecasts will be required will differ 
to some extent between the physical and 
fiscal needs studies, they will all relate to 
the same basic series: population—how 
many and where; income—what kinds and 
how much; motor vehicles—how many and 
where; vehicle travel—how much and 
where; and motor fuel consumption—how 
much, by what vehicles, and at what rates. 

There have been numerous occasions 
where separate forecasts have been devel- 
oped for and applied in the physical and 
fiscal studies. Unless the resulting differ- 
ences are of small consequence this is 
highly undesirable because the use of diver- 
gent forecasts of the same item tends to 
confuse users of the findings and to dis- 
credit both studies. Consequently, the de- 
velopment of the forecasts basic to both 
studies should be a venture of both, or 
those made for the one should be accepted 
for the other. Since the fundamental factors 
for which forecasts are needed are demo- 
graphic, sociological, and economic it is, 
perhaps, preferable for the fiscal study staff 
to take the lead in making these predic- 
tions. 

The predictions made should cover at 
least the entire period of the longest “catch- 
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up” program to be recommended. In pre- 
paring them due consideration should be 
given to all reliable benchmark data—such 
as the latest available Federal and State 
population censuses and population pro- 
jections; forecasts made by other State 
agencies, such as planning commissions and 
vital statistics bureaus; and forecasts made 
by college and university bureaus of busi- 
ness research. However, where such sources 
do not appear to be in line with present 
informed and qualified judgment they 
should not be permitted to dictate the sec- 
ular trends of forecasts adopted for the 
needs studies. 


Historical review 


If a given study is the first comprehen- 
sive project of its type to be undertaken 
in a State, a thorough and inclusive study 
of the history of highway development in 
the State and of highway financing will be 
required to provide background and basis 
for the fiscal recommendations to be made. 
However, if the subject study is a sequel 
to an earlier one the historical review re- 
quired will be much less lengthy and de- 
tailed, and can be largely composed of sum- 
maries of, references to, and supplements 
to the material compiled for the earlier 
study. 

Many of the factors to be covered in the 
historical review will be required for the 
physical needs and administrative studies 
as well. These will include the growth of 
highway mileage and systems, develop- 
ment of the present setup for administering 
the highway function, and growth of the 
investment in highways. To these will need 
to be added the areas of primary interest 
to the fiscal study: development of present 
structure of financial support from the 
standpoints of adequacy, equity, and pro- 
ductivity; the nature, extent, and experi- 
ence of the State and its subdivisions in 
borrowing to finance highway activities; 
and any experience that the State or its 


UNIVERSITY OF MISSOURI 


subordinate units may have had in toll- 
facility financing. Careful consideration 
must also be given to intergovernmental 
relationships in highway management and 
financing, and their effects on the establish- 
ment and operation of an efficient highway 
network. 


Highways and public finance 


Although the provision of highways pos- 
sesses many of the attributes of a public 
utility enterprise, the highway function is 
still a prime function of government and 
as such must be studied against the back- 
ground of other government activities. This 
is especially true in the case of States 
whose economic bases—and consequently 
their ability to support all functions of 
government—are relatively limited. 

It is sometimes far from easy to make 
satisfactory comparisons. Some functions 
of government are more concentrated at 
the State or local levels than others; thus, 
in many States public expenditures for 
higher education are largely concentrated 
at the State level, while those for elemen- 
tary and high schools are concentrated at 
either the local or county level or shared 
between them. For purposes of meaningful 
comparison with highway expenditures it 
becomes necessary to place all of them on 
a common base. A further complication 
arises because of the various systems used 
for intergovernmental spreading of such 
burdens; tax-sharing, aid payments, and 
joint support of various activities, to name 
a few. 

The differences in tax incidence and per 
capita expenditures between rural and ur- 
ban areas also produce problems in making 
comparisons. Where the differences are con- 
siderable, consolidated comparisons on a 
Statewide basis become relatively meaning- 
less. 

In spite of all these difficulties, and the 
lack of any known technique for quantita- 
tively determining the appropriate levels 


BUSINESS AND GOVERNMENT REVIEW 


of public expenditures, there is great value 
in attempting to measure them and, if 
possible, comparing them with the fiscal 
ability of the tax base to support them. 
Such calculations are vital to determining 
what kind of highway improvement pro- 
gram can be supported, and at what rate 
of accomplishment. Comparisons with other 
States may be helpful in this respect. 


Comparisons with other states 


No two States are exactly alike and so 
are not fully comparable. Nevertheless, the 
question continually arises, “How are we 
doing in comparison with our neighboring 
States?” In spite of the difficulties of mak- 
ing comparisons among States there are 
worthwhile benefits to be gained from 
them, and long-range highway planners 
should not fail to make those that will be 
most meaningful. 

For most purposes the best comparisons 
can probably be made with States most 
similarly situated to the State in question. 
Characteristics that would rank high in 
deciding whether comparisons would be 
worthwhile would be: Proximity; physical 
geography; population density; rural-ur- 
ban distribution of population; agriculture- 
industry-commerce relationships; per cap- 
ita income; governmental structure; den- 
sity of motor vehicle ownership; highway 
income; expenditures and debt per cap- 
ita—for all highways combined, and for 
each system; expenditures per mile of high- 
way, total and by systems; State and local 
motor vehicle user imposts per vehicle and 
per capita; total State and local taxes and 
debt per capita and per unit of personal 
income. For any given situation there 
would assuredly be other comparisons that 
could be made to good advantage. 

Comparisons made for the fiscal study 
in any of the areas listed above or others 
could, in many instances, be supplemented 
to good advantage by comparisons with 
other States made for the engineering needs 
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study. These could be used to demonstrate 
such points as the level of the effort being 
made to support the highway function, 
and the relative potential ability of the 
various States to do so. 

Comparisons among States must not be 
taken too seriously but they have consider- 
able value as indicators, especially for those 
States where the highway finance and taxa- 
tion problems are most severe. A fiscal 
problem that appears to be insurmountable 
often loses much of its awesomeness when 
comparisons are made with other States 
similarly situated. 


Allocation of highway costs 

A comprehensive long-range highway fi- 
nance study should perforce include a cost- 
allocation analysis to insure that the ex- 
panded program will be financed equitably 
as well as adequately. Although the exist- 
ing tax structure may be found to be rea- 
sonably equitable in all aspects, it is as 
essential that this fact be established as it 
is to demonstrate that a structure generally 
regarded as being inequitable is inequitable 
in fact. 

Unfortunately, there is no universally 
accepted formula for allocating highway 
costs among either motor vehicle users and 
others, or among classes of motor vehicle 
users. Therefore, it has been generally rec- 
ommended by specialists in motor vehicle 
user tax analysis that those in charge of 
highway finance studies make allocations 
according to at least two differing philos- 
ophies under each of the two areas of al- 
location mentioned above. The approaches 
used, however, should be at least generally 
acceptable to the investigators. Those to 
whom the responsibility of making motor- 
vehicle-user tax policy falls will then have 
alternative solutions from which to choose, 
solutions which will probably differ in de- 
gree rather than in kind. 
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The long-range fiscal program 


As already indicated, it is the respon- 
sibility of the engineering needs study not 
only to provide the physical measure of 
the engineering program—so many miles 
of a certain type of road and so many 
bridges, for example—but also, to price the 
program. Unless there is a dictate to the 
contrary, the period or periods proposed 
for completion of the improvement program 
will already have been mutually agreed 
upon between the physical- and fiscal-study 
staffs before any final pronouncement of 
the engineering program is made. This will 
guarantee that the physical program or 
programs proposed are such as can be fi- 
nanced practically within the fiscal ability 
of the jurisdictions involved, providing 
they are willing to do so. 

The fiscal study staff will ordinarily be 
expected to make certain recommendations 
for financing the program or programs. 
First, these recommendations must provide 
adequate financing. This will involve, in 
many instances, a deliberate choice be- 
tween so-called “pay-as-you-go” financing 
—usually requiring temporary increases in 
present highway user tax rates, or the ex- 
ploitation of new tax sources—or credit 
financing to be paid back later with in- 
comes from taxes—with interest, of course. 

Concomitant with the preceding activity 
will usually be a determination of sources 
of revenue to be relied upon to finance 
the highway function. The cost allocation 
studies will provide general guides as to 
types of revenue sources to be relied upon 
—so much from motor vehicle user imposts 
and so much from property taxes or gen- 
eral revenues—but will not indicate pre- 
cisely what types of imposts should be de- 
pended upon to provide the needed funds. 
This problem becomes especially acute if 
the proposed highway network involves 
several administrative road systems, each 
under different supervision. 

If the engineering or administrative study 
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proposes a realignment of responsibility 
for highway administration that increases 
the burden upon one class of governmental 
units and decreases it upon another, this 
will usually require an accompanying re- 
alignment of fiscal support, involving, per- 
haps, development of new sources of rev- 
enue, or the payment of aids or shared 
taxes—or some form of joint responsibility. 
In any such case it will be up to the fiscal 
study staff to devise and propose a scheme 
of financial support for the new alignment. 

Finally, the combined impact of what- 
ever financial plan or measures are to be 
recommended upon the various user and 
nonuser groups causing the highway costs 
or benefiting from them must be as fair 
and equitable as it is possible to make 
them. This is perhaps the most difficult 
phase of the entire study, but it is cer- 
tainly one of the most important. 


Prosecution of the fiscal study 


Enough has been said to indicate clearly 
that the physical, fiscal, and management 
studies need to be geared together from 
start to finish if the end products—the 
long-range engineering program and fiscal 
and management plans—are to be most 
effective. For that reason, the individual 
study staffs should be organized and set 
to work at about the same time. This will 
permit complete cooperation and under- 
standing in planning the work program, 
and developing the background material 
and forecasts needed for the individual 
studies. 

Then, while the engineering study staff 
is making the physical needs estimates the 
fiscal study staff can be compiling the 
necessary historical and current fiscal data 
that will subsequently enable it to plan 
satisfactory financial and tax programs. 
During this period the fiscal study staff can 
also be working with the other staffs on 
changes in present arrangements that will 
be required if highway system reclassifi- 
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cation or major management changes are 
contemplated as a result of the other 
studies. 

During this period predictions of future 
incomes that may be expected from present 
tax sources may also be made, preparatory 
to development of the long-range fiscal 
program. The possibilities of tapping new 
tax sources may also be given study at this 
time, along with the possibilities of doing 
away with present sources of income for 
highways that are inequitable, undepend- 
able, or otherwise unsatisfactory. The tax- 
allocation studies can also be started. 


Of primary importance to the -prosecu- 
tion of the fiscal study is, of course, receipt 
as soon as possible of the completed engi- 
neering needs program, and of recommen- 
dations for management innovations. When 
these determinations have been made the 
physical needs and management study 
staffs can begin to put their project re- 
ports in final shape. Not so, the fiscal study 
staff. Only then can development of the 
financial program be begun—a very com- 
plex operation at best, and one which may 
be fraught with many trying weeks of trial 
and error before a workable scheme or 
schemes can be devised. Thereafter will 
come completion of the fiscal study report. 
All of this activity may require as much 
as three months; to require that the fiscal 
study report be ready when the reports on 
the engineering and management study re- 
ports are completed is hardly realistic, but 
such is often stipulated. 

A truly comprehensive long-range high- 
way planning project for most States will 
require at least from 15 to 18 months for 
completion if a really thorough job is to 
be done. However, such a time schedule 
will not provide for collection and analysis 
of all the basic information—such as traf- 
fic-study or motor-vehicle-use study data— 
that will be required for such fiscal-study 
essentials as the cost-allocation investiga- 
tions, and which are frequently not at hand 
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when the project is started. Unfortunately, 
the prescriptions under which long-range 
highway planning studies are made usually 
fail to allow adequate time for proper com- 
pletion. As a result, the studies suffer in 
thoroughness and completeness. 


Under ordinary circumstances the fiscal 
study staff cannot be either sufficiently 
large or inclusive as to skills to compile and 
analyze all of the basic information that 
must be considered in arriving at its con- 
clusions. Consequently, it must rely upon 
others to do much of this spade work for 
it. The best single source of such support 
will undoubtedly be the highway planning 
organization in the State highway depart- 
ment. Each highway department has one, 
and it will have been collecting and com- 
piling data fundamental to highway plan- 
ning for from 20 to 25 years. Other sources 
of information that will generally prove 
productive are other State agencies, espe- 
cially those dealing with economic and fi- 
nancial statistics; county and city govern- 
ments; college and university business and 
governmental research bureaus; municipal 
associations, and Federal government agen- 
cies, such as the Census Bureau and other 
constituents of the Department of Com- 
merce. The Bureau of Public Roads, usu- 
ally acting through the State highway de- 
partment, is always ready to provide tech- 
nical assistance and advice to those making 
long-range highway needs studies. 

Good public relations are essential to a 
successful fiscal needs study. These must 
extend not only to the sponsoring com- 
mittee or agency and to the sources, gov- 
ernmental and otherwise, from which in- 
formation and cooperation is sought, but 
also to the general public, including those 
associations and other groups that may be 
expected eventually to oppose some of the 
fiscal study recommendations. In most in- 
stances the sponsoring committee or the 
State highway department will hold a series 
of public hearings as the study progresses 


24 


to acquaint the public with what is being 
done and the progress being made, and to 
receive suggestions from the public. Cus- 
tomarily the fiscal study staff will be in- 
vited or directed to attend and participate 
in these hearings, but, if not, representa- 
tives should attend as observers if possible. 


SOME PERPLEXING PROBLEMS 


It often appears that there are no simple 
problems in highway finance. Nearly every- 
one favors or at least recognizes the need 
for better and more adequate highways, 
but when matters relating to how these 
highways are to be financed are up for con- 
sideration many erstwhile supporters of ex- 
panded highway programs qualify their 
support with the contention that since their 
assessments for highways and highway 
services are already too high someone else 
will have to bear the financial burdens of 
the expanded program. Unfortunately, no 
system of financing highways (or any other 
governmental function, for that matter) 
has yet been devised that is painless, and 
he who seeks a solution to the problems of 
highway finance must proceed with the 
knowledge that no matter what his rec- 
ommendations may be they are certain to 
arouse opposition somewhere. This situa- 
tion adds troublesome practical hurdles to 
a course that is already beset with a host 
of theoretical ones. 


Problems relating to public finance theory 

Within recent years the question of 
whether or not the income from imposts 
levied against highway users as such should 
be reserved for highway purposes or paid 
into the general fund has become largely 
academic at the Federal and State levels, 
at least. Passage of the Federal Highway 
Revenue Act of 1956 brought about crea- 
tion of the Highway Trust Fund to which 
the receipts of certain Federal imposts on 
highway users were to be credited, and 
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from which most Federal expenditures for 
highway purposes were to be financed.*® 
This action brought Federal financing of 
highways into line for the first time with 
the “antidiversion” policy applied to high- 
way financing by the States, as first set 
forth in the Hayden-Cartwright Act of 
1934.17 Of the 50 States only 4 (Delaware, 
New Jersey, New York, and Rhode Island) 
now follow the practice of placing all the 
revenues from their imposts on highway 
users in their general funds, although par- 
tial “diversions” of such income still occur 
to a greater or less degree in nearly half 
of the States.?® 

The reservation of income from highway 
user imposts for highway purposes has been 
a tremendous boon to the long-range plan- 
ning and programming of highway im- 
provements, and adequate maintenance 
and reconstruction of the highway plant. 
Many authorities believe that without it 
our present highly integrated nationwide 
network of major highways, remarkably 
uniform in coverage and quality, would 
have been impossible of attainment, and 
that the high level of technical competence 
and efficiency found in nearly all of our 
State highway departments today could 
not have been achieved. However, with in- 
creasing pressures being brought on the 
States for raising levels of expenditures for 
some functions and making new types of 
expenditures in other areas—urban renewal 


1670 Stat. 374, Sec. 209. 

17 Title 23, United States Code, Section 126. 

18 According to the Bureau of Public Roads, 
disposition of receipts from State imposts on 
highway users for nonhighway purposes dur- 
ing 1959 amounted to $450 million, of which 
$132 million occurred in the four “general fund” 
States. However, the Bureau is careful to 
qualify its tabulation with the statement that, 
“The amounts shown do not necessarily consti- 
tute diversion from highway use requiring a 
penalty under the Hayden-Cartwright Act of 
1934.” The total amount used for nonhighway 
purposes was about 9 percent of total receipts 
from State imposts on highway users in 1959, 
See table DF, page 37, Highway Statistics 1959, 
published by the U. S. Bureau of Public Roads. 
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and mass transit, for example—it is likely 
that increasing efforts will be made to tap 
the income accruing from State imposts on 
motor vehicle users for other than “high- 
way” purposes as now recognized. 


A concept that has gained acceptance in 
some areas is that the highway function 
should no longer be treated as an ordinary 
governmental function, but rather as a 
governmental enterprise or public utility. 
If carried to its extreme interpretation, this 
philosophy would result in the total sup- 
port of all highway activities from charges 
on users, some of which undoubtedly would 
be assessed on the basis of “potential” 
service available and the remainder on the 
basis of “actual” service rendered. Al- 
though the public utility concept has not 
yet been formally adopted by any State, 
several States in which complete financial 
responsibility for all or nearly all rural 
roads has been placed upon highway-user 
tax sources and Federal aid have come close 
to recognizing it in fact. 

The public-utility nature of the service 
rendered by primary highways—especially 
limited-access facilities—is readily recog- 
nizable. However, in the case of roads and 
streets that render access service to prop- 
erty alone, it is much more difficult to 
recognize, and adoption of the utility con- 
cept would appear to become rather far- 
fetched. The right of access to land has 
been recognized as fundamental since early 
times, and the responsibility of govern- 
ment (usually at the local level) to provide 
and protect it was universally accepted 
even in colonial days. In addition, govern- 
ment today has many other interests in 
the provision of highway facilities at all 
levels; facilitation of national defense and 
internal police protection, fire protection, 
promotion of public health and safety, con- 
servation and cultivation of national re- 
sources, facilitation of better educational 
opportunities, and promotion of internal 
and external commerce are examples. Con- 
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sequently, most students of highway fi- 
nance today agree that although the provi- 
sion of highways now has many public- 
utility aspects it is still, nontheless, a pri- 
mary function of government and should 
be financed as such. 

The power to tax brings with it many 
corollary powers—to promote, to restrict 
or regulate, to penalize, or even to destroy. 
The first highway-user taxes imposed by 
the States—vehicle registration charges— 
were levied initially for purposes of the 
regulation and control of motor vehicles. 
Soon, as the number of motor vehicles in 
service and the extent of their use con- 
tinued to increase rapidly, the possibilities 
of motor vehicles user taxes as prime rev- 
enue-producers became evident, and soon 
the emphasis was almost exclusively on 
this aspect. At present, although there is 
still a considerable element of regulation 
involved in the imposition of registration 
taxes and fees and related charges (such 
as operator license fees), the primary aim 
of State-imposed vehicle-registration and 
motor-fuel taxation is the production of 
revenue for highway purposes. 

In the area of carrier taxation the situa- 
tion is not so clear-cut. Most of the States 
impose some form of regulation on various 
types of carriers and perform or at least 
finance a part of this activity through taxa- 
tion. In the case of highway carriers, this 
activity has become intermixed with high- 
way user taxation to the extent that reg- 
ulatory aspects are found not only in the 
so-called carrier taxes, but also even in the 
registration-tax structure. As a result, it is 
sometimes difficult, if not impossible, to 
separate the regulatory and user-tax ele- 
ments in the structure of State motor- 
vehicle user taxation. 

With few exceptions highway taxation 
specialists not affiliated with one or 
another of the affected interest groups will 
agree on two fundamental principles in 
this area: (1) that regulatory and high- 
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way-user taxation should be disassociated, 
or at least completely separable; and (2) 
that highway user taxation as such should 
be completely neutral among modes of 
transportation on the one hand and among 
classes or types of highway users (or vehi- 
cles) on the other. With application of 
these principles the highway-finance plan- 
ner can disassociate himself from the reg- 
ulatory aspects of taxation of highway users 
and concentrate entirely on the highway- 
user aspects. Presumably, then, he would 
be concerned only that, for the same 
amount of benefit received or cost incurred, 
two different highway users should bear 
the same amount of highway user tax re- 
gardless of the type of service rendered 
(e.g., private or for-hire) or fuel used. 


Allocation of highway costs 


“Equity” in highway taxation means 
different things to different people, de- 
pending upon their points of view. If for 
any given study highway tax questions can 
be considered from a strictly neutral point 
of view much, but by no means all, of the 
confusion and bickering can be eliminated. 
The question at issue then becomes one of 
assigning equitable financial burdens for 
the support of highways among all groups 
of beneficiaries in proportion to benefits re- 
ceived, costs occasioned, or some other rea- 
sonable measure. However, difficulties in- 
herent in accurately measuring benefits re- 
ceived or costs created give host to seem- 
ingly interminable controversy. The prob- 
lem of cost allocation, then, becomes prob- 
ably the most difficult facing most high- 
way-finance planners. 

Voluminous studies have been made of 
the allocation of highway costs, and much 
theoretical discussion has been recorded on 
the subject. One of the most authoritative 
and enlightening capsulized discussions of 
the problem was presented by G. P. St. 
Clair before the Twenty-Seventh Annual 
Meeting of the Highway Research Board 
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in 1947.19 Some “new” approaches to the 
problem of cost allocation have been devel- 
oped since that paper was written, but it 
still remains a classic in its field. Others 
who have made significant contributions 
to the theoretical literature on highway 
cost allocation include Charles L. Dearing, 
James C. Nelson, Richard M. Zettel, O. H. 
Brownlee, and Walter W. Heller.?° 
Several important studies of highway 
cost allocation at the nationwide level have 
been made during the last three decades, 
several by agencies of the Federal Govern- 
ment and the remainder by private con- 
sultants or other agencies for various in- 
terest groups.*t The most recent study in 
this series, and one of the most comprehen- 
sive, was the Highway Cost Allocation 
Study, made by the Bureau of Public 
Roads with the assistance of the State 
highway departments and others, pursuant 


19 “Suggested Approaches to the Problems 
of Highway Taxation.” In Proceedings, Twen- 
ty-Seventh Annual Meeting, 1947, Highway Re- 
search Board, Washington, D. C. pp. 1-6. 

20 See, for example: 

“American Highway Policy,” Charles L. 
Dearing, The Brookings Institution, Washing- 
ton, D. C., 1941. 

“Objectives and Concepts of Highway-User 
Taxation,” Richard M. Zettel, in Bulletin No. 
92, “Highway User Taxation,” Highway Re- 
search Board, Washington, D. C., 1954, pp. 
1-14. 

“Highway Benefits and the Cost Allocation 
Problem,” Richard M. Zettel, Committee Pro- 
ceedings, American Association of State High- 
way Officials, 1957. 

“Highway Development in Financing,” O. H. 
Brownlee and Walter W. Heller. In American 
Economic Review, May 1956. 

21 Among the most noteworthy reports in 
this group are: 

“Highway Costs.” A report to the Associa- 
tion of American Railroads in 1939 by C. B. 
Breed, Clifford Older, and W. S. Downs. 

“Regulation and Taxation of Highway Trans- 
portation.” Joint Committee of Railroads and 
Highway Users. January 1933. 

“Public Aids to Transportation: Volume IV, 
Public Aids to Motor Vehicle Transporta- 
tion,” Federal Coordinator of Transportation, 
Washington, D. C. 1940. 

“Public Aids to Domestic Transportation,” 
Board of Investigation and Research. House 
Document No. 159, 79th Congress, First Ses- 
sion, Washington, D. C., 1944. 


BUSINESS AND GOVERNMENT REVIEW 


to a requirement of Section 210 of the 
Federal Highway Revenue Act of 1956. 
The “Final Report” on this study, although 
not covering all phases, contains excellent 
discussions of the fundamental issues in- 
volved besides describing in detail several 
of the allocation procedures employed, and 
comparing the findings of other investiga- 
tors.*? 

The number of cost-allocation studies 
made at the State level—nearly all of them 
in connection with highway needs studies 
—is considerable. References to the re- 
ports published on most of these will be 
found in the Final Report on the Highway 
Cost Allocation Study, or in various other 
publications cited earlier in this article. 
However, reports on several State studies 
have been issued since the Highway Cost 
Allocation Study went to press. These in- 
clude especially noteworthy reports on 
studies completed during 1960, in Iowa, 
Maine, and Missouri.?* 

With all the ramifications of “phan- 
tom interest,” “property tax equivalents,” 
“pricing,” and other impedimenta stripped 
away, the fundamental elements of the 
problem of equity in highway tax alloca- 
tion are two: (1) The assignment of just 
proportions of the burden among the ma- 
jor groups of beneficiaries from highways 
and highway services; and (2) the assign- 
ment of just proportions of the motor- 
vehicle-user responsibility among vehicles 


22“Final Report of the Highway Cost Allo- 
cation Study.” House Documents Nos. 54 and 
72, 87th Congress, First Session, Washington, 
D. C.,. 1968. 

23 See: 

“Financing Iowa’s Highways—A Fiscal Study 
Report to the Iowa Road Study Committee, 
1960.” Prepared by Public Administration Serv- 
ice, Chicago, November, 1960. 

“Maine Highway-User Tax Study.” Prepared 
by Wilbur Smith and Associates, New Haven, 
Connecticut, November 1960. 

“Financing Missouri’s Road Needs.” Pre- 
pared by Bureau of Business and Economic 
Research (now the Research Center, School of 
Business and Public Administration) Univer- 
sity of Missouri, Columbia, December 1960. 
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of different types, sizes, and classes of use. 
Traditionally, it has been assumed that 
benefits from highways accrue to three 
groups of beneficiaries—the property di- 
rectly served, the motor vehicle users, and 
the general public or “community.” In re- 
cent years this traditional approach has 
been challenged by those who contend that, 
with minor exceptions, in the United States 
of America today, all benefits from high- 
ways are received directly or indirectly 
through motor vehicle use. To this the 
“classicists” reply that, granted that this 
is true, motor vehicle use merely becomes 
the channel through which the benefits are 
received, and that this does not in any 
sense change the fundamental character 
of these benefits. To most recent investiga- 
tors this argument has appeared relatively 
academic, and has not noticeably affected 
either their methods or their findings. 

The greatest contention arises because 
of our inability to measure either highway 
benefits received or costs occasioned to the 
satisfaction of all parties concerned, and 
at present there seems to be no hope for 
the early development of a completely 
accurate and foolproof procedure for mak- 
ing these determinations. Consequently, 
each investigator will do well, if he has a 
freedom of choice, to study what others 
have done before beginning his own cal- 
culations, and then choose at least two 
plans of attack on each of the fundamental 
elements listed above so that whatever rec- 
ommendations he may make will be based 
upon the broadest possible foundation of 
fact and inference. 


Distribution of highway funds 
Philosophies and patterns of highway 
fund distribution are well-established in 
nearly every State, and are closely linked 
to the existing division of administrative 
responsibility for the highway network. 
Any recommendation for a major depar- 
ture from the established arrangement is 
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certain to encounter strong opposition in 
some quarters, but a thorough-going fi- 
nance and tax study almost assuredly will 
indicate the need for some revision. 

Highway needs investigators will do well 
to consider all the “pros” and “cons” care- 
fully before recommending large-scale re- 
visions in either the pattern of highway 
administration or of highway finance, and 
any changes proposed should be reasonable 
and clearly substantiated by the facts. It 
should be remembered that intergovern- 
mental participation in highway activities 
at various levels not only brings inter- 
governmental controls (often frowned up- 
on), but also brings a higher degree of 
intergovernmental concern about and par- 
ticipation in the creation and operation of 
a truly integrated highway network—a ma- 
jor aim of the long-range highway planner. 

Some groups contend that the expendi- 
ture of highway-user tax revenues should 
be restricted to the primary road systems 
which were created primarily for the user’s 
benefit, while others contend that since 
nearly all use of the highways is now made 
by motor vehicles, vehicle users should pay 
the entire highway bill. Neither contender 
appears to be on completely firm ground. 
Most of the generally recognized hypoth- 
eses for the allocation of highway costs 
between highway users and others will as- 
sign at least a modicum of nonuser re- 
sponsibility to even expressway facilities 
on the one hand, and an appreciable 
amount of user responsibility to land-serv- 
ice roads and streets. 

In developing a financial program to be 
recommended on the basis of such findings 
the investigator has several alternatives. 
Because of prevailing philosophies and pro- 
cedures he can sometimes disregard in- 
dications of minimal nonuser or user tax 
responsibility on the systems of greatest 
and least traffic importance, respectively. 
On the other hand, he may find it necessary 
to recommend a scheme of “upstream” 
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and “downstream” aids or other financial 
participation in the support of all highway 
systems. A third alternative, probably the 
most reasonable in the majority of cases, 
is to eliminate joint participation in the 
support of one or more systems through a 
balancing of “debits” and “credits,” as is 
inherent in the “earnings credit” method 
of highway cost allocation. 

Whatever approach is used, some form 
of tax sharing, aid payment, or other joint 
participation among levels of government 
is almost certain to be found desirable. To 
insure a reasonably favorable reception the 
recommendations made should depart no 
further from the existing fiscal structure 
than circumstances warrant, but there 
should be no reluctance to recommend ma- 
jor revisions if such a course is clearly in- 
dicated. 

The simplest formula for the allocation 
of shared taxes or aids is not always the 
best, but it is usually the easiest to get 
accepted by legislatures and other parties 
concerned. In devising formulas for such 
allocations, long-range highway planners 
should seek the simplest prescriptions that 
would place the funds to be allocated as 
consistently as possible with the findings 
of the cost allocation studies. To insure 
that these funds will be spent in a manner 
that will not do violence to the hypotheses 
involved in their allocation, some controls 
over their expenditure by the expending 
agency should be provided. 


Pay now or pay later 

Talk of a “pay-as-you-go” highway pro- 
gram is usually imprecise because what is 
commonly referred to is a program which 
is financed on a “pay-before-you-go” basis. 
In other words, the money to finance the 
program must be on hand from current in- 
come sources—not from borrowings—be- 
fore the bills come in. Such a financial pro- 
gram is ultraconservative, and it can prove 
entirely satisfactory for financing a con- 
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tinuing program of reconstruction, main- 
tenance, and operation once the initial 
backlog of accumulated construction needs 
has been overcome. 

If it is prescribed, however, that a long- 
range program for overcoming accumulated 
needs is to be overcome on a “pay-as-you- 
go” basis, the highway planner is usually 
in serious difficulty. He is faced with two 
alternatives—to seek “temporary” increases 
in taxes sufficient to finance a short-run 
high-level construction program, or to pro- 
pose a “stretched out” construction pro- 
gram that can be financed with only small 
increases in taxes or none at all. On the 
one hand, he will be beset by the anguished 
complaints of those whose taxes will be 
raised; while on the other, he will face the 
double-barrelled problem of long-continued 
highway inadequacy in any case, and the 
possibility that the improvement program 
may have to be stretched out beyond the 
normal life expectancy of certain elements, 
with the result that adequacy in these el- 
ements can never be achieved. 

Constitutional or statutory provisions 
in some States are such as to rule out, 
effectively, direct large-scale borrowings for 
highway improvements. Under such cir- 
cumstances the highway planner must ei- 
ther content himself with a program that 
can be financed on a “pay-as-you-go” basis, 
propose revision of the law, or attempt to 
devise some method of circumventing it. 
The latter course it not entirely reprehen- 
sible by any means, and has been “stand- 
ard operating practice” in a number of 
States for many years. Nevertheless, this 
approach is fundamentally undesirable for 
many reasons. 

Methods of legally circumventing such 
provisions have included resort to obtain- 
ing advances of funds to the States from 
subordinate units that could borrow (to 
be repaid later as tax revenues became 
available); the issuance and reissuance of 
short-term obligations, such as notes and 
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certificates; and the creation of “authori- 
ties” or other quasi-public bodies that 
could borrow funds to build highway facili- 
ties, with the borrowings usually being re- 
paid from the proceeds from tolls imposed 
for their use. 

Financing capital outlays through bor- 
rowing is often criticized as costly, but in 
practice this method may prove to be the 
cheapest in the long run. Thus, the real 
cost of land, which is becoming an in- 
creasingly larger factor in the cost of new 
highways, is steadily increasing and can 
be expected to increase as our population 
grows and the supply of land remains fixed. 
Also, continuation of the inflationary long- 
term trend that has been in evidence since 
Colonial days may well be responsible for 
future increases in price levels that may 
more than offset the interest cost of funds 
borrowed now. Furthermore, the economic 
costs to the public from having inadequate 
highways—increased costs of vehicle opera- 
tion under congested conditions and costs 
of accidents on antiquated highways, to 
cite two elements—may in the end be much 
greater than would the costs incurred if 
sufficient funds could be borrowed now to 
finance the needed highway program. Un- 
fortunately, the highway planner often 
finds it extremely difficult to convince the 
skeptics of the validity of these arguments. 

Developments during the past two dec- 
ades have demonstrated that toll facilities 
can play a part in the creation of a modern 
highway plant. Whether such financing can 
under any circumstances be most econom- 
ical is, however, debatable, and it is a fore- 
gone conclusion that toll financing could 
never be relied upon to provide all the 
highway facilities the public requires. The 
toll facilities now in operation fall primarily 
into two classes: (1) those that provide 
an essential service that is too expensive 
to provide and maintain with funds other- 
wise available (toll ferries, bridges, and 
tunnels are characteristic of this group), 


30 


and (2) those that provide and “express” 
type of service at “extra-fare” rates to the 
users. Long-range planners must keep all 
of the characteristics mentioned above and 
others clearly in mind if they are consider- 
ing recommending any programs involving 
reliance on toll financing. 


Fiscal ability 

Two factors finally determine how much 
or what type of a highway program a given 
State or community can have: (1) The 
extent of its fiscal ability or resources, and 
(2) the amount of these resources it is 
willing to devote to this activity. 

Each of us as individuals has only a 
limited discernible amount of fiscal ability 
from which payments must be made for 
such diversified purposes as housing, cloth- 
ing, food, education, medical bills, trans- 
portation, and savings. Each of us has some 
discretion in how he will spend his money, 
although the demands of taxes and other 
necessary expenditures sometimes drasti- 
cally limit this freedom. 

A similar situation applies to govern- 
ments. The fiscal ability or resources of a 
government are circumscribed by the mag- 
nitude of its tax base, and the willingness 
of its taxpayers to contribute to its sup- 
port. Against this inherent capacity come 
claims for all the various functions it must 
finance. Its fiscal problems are complicated 
and magnified because it must often com- 
pete with other governments for the re- 
sources of the same tax base, and it is al- 
ways competing with other governments 
for the resources of the ultimate taxpayer. 

In the past, long-range highway planners 
have not been unmindful of the fundamen- 
tal problems created by limitations on fiscal 
ability, but, because of a lack of precise 
knowledge of the subject and of adequate 
tools to deal with it, they have been forced 
either to ignore it in their final analyses or, 
at best, to treat it only in the most general 
terms. Public finance economists are be- 
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coming increasingly concerned about the 
matter, and it is to be hoped that this con- 
cern will lead eventually to the devel- 
opment of tangible solutions. When the 
“breakthrough” occurs, long-range high- 
way planners should be prepared to take 
full advantage of it.?* 


FROM PLANS 
INTO ACCOMPLISHMENTS 


It must never be assumed that once a 
comprehensive highway needs study has 
been completed it will mark the end of all 
activity along that line. Nothing can be 
further from the truth, because long-range 
planning for highways is a never-ending 
activity. Once the engineering needs pro- 
gram is translated into construction proj- 
ects which are let to contract, and into 
maintenance activities, it becomes nec- 
essary to make periodic reexaminations to 
see how the program is progressing. The 
same is true of the programs of financial 
support adopted as a result of the fiscal 
study. 

Since ours is a dynamic society, condi- 
tions can change almost overnight that 
will render even the most carefully and 
scientifically prepared forecast inaccurate 
and engineering and fiscal programs in- 
adequate or ineffective. Past experience in 
those States that have had not one but 
several more or less comprehensive needs 
studies has indicated that a major re- 
appraisal in both the physical and fiscal 
fields is desirable periodically, possibly at 
intervals of from three to five years, while 
a large-scale comprehensive reevaluation 
will become desirable every five to ten 
years, depending upon the circumstances. 

Furthermore, it can never be assumed 


24For a recent interesting discussion of the 
subject, see “The Fiscal Capacity of the States,” 
by Selma J. Mushkin in Proceedings of Fifty- 
First Annual Conference, 1958, of the National 
Tax Association, published by the Association 
in 1959. pp. 297-306. 
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that simply because a comprehensive long- 
range highway needs and finance study 
has been completed the findings thereof 
will be translated immediately into ap- 
propriate action. In fact, among the studies 
that have been made since the close of 
World War II there are only a few in- 
stances where anything approaching the 
complete program has been enacted into 
law, or adopted by administrative directive 
where such was all that was required. In 
a few instances the immediate results have 
been almost the opposite of what the plan- 
ners recommended. 


Experience has demonstrated, however, 
that the immediate results, unfavorable 
as they may seem, do not mean that the 
study in itself was unavailing. Some rec- 
ommendations that are most obvious, and 
where little or no controversy is involved, 
are almost sure to be adopted within a 
period of a few years, while others, usually 
requiring more of a departure from past 
procedures or involving controversial areas, 
are likely to be much slower of adoption 
either in whole or in part. It can be ex- 
pected to require at least three to five 
years before the final results of a com- 
prehensive highway needs study can be 
measured, and even beyond that period a 
few of the seeds sown will often be found 
to take root and eventually bear fruit. 


The portions of the comprehensive study 
most likely to be accepted will be those 
dealing with the nature and magnitude of 
the physical improvement needs of the 
various highways systems, especially the 
State primary system, and the estimated 
costs of making these improvements and of 
operating the completed highway network. 
Less likely to be accepted are recommenda- 
tions concerning a reclassification of high- 
ways into administrative systems, espe- 
cially where this will involve major man- 
agement changes such as taking away the 
highway responsibility from some local 
units. Recommendations concerning exten- 
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sive revision of highway laws will usually 
have been made only where there is a 
clearly demonstrated inadequacy, but ac- 
ceptance of such recommendations, how- 
ever, is very difficult to predict. 

In general, all of the findings of the fi- 
nance and tax studies may be expected to 
fall into the controversial area. Sugges- 
tions concerning increases in existing tax 
rates can always be expected to arouse 
strenuous opposition, but the findings of 
cost-allocation studies, which indicate either 
that certain groups of those causing the 
costs or those benefiting from highway ex- 
penditures should pay appreciably more 
taxes than under the present taxing struc- 
ture, or be assessed new taxes (such as the 
so-called “third-structure” taxes), are cer- 
tain to provoke major battles. 


A detailed discussion of the translation 
of long-range engineering plans into action 
and eventual accomplishment is beyond 
the scope of this article, but some knowl- 
edge of the steps that must follow com- 
pletion of the initial long-range plan is 
essential to an understanding of practical 
highway planning. The report of the engi- 
neering needs study will frequently be 
rather specific in indicating which segments 
of the primary highways are in need of 
major improvement, but it is not likely to 
spell out specific projects to be accom- 
plished each year, although indications of 
the total amount of work that should be 
accomplished in succeeding specific periods 
may be frequently given. An example of a 
typical project report is the Missouri re- 
port, “Highway Facts in Missouri,” re- 
cently prepared by the Automotive Safety 
Foundation for the Missouri State High- 
way Commission at the request of the 
Joint Legislative Committee on Roads, 
Streets, and Highways of the Missouri 
General Assembly.”* The project report will 


25 Op. cit., pages 33-46. Jefferson City, Mis- 
souri, December 1960. 
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customarily be supported by files of de- 
tailed worksheets which will list the needs 
of the State primary system, section by 
section, and estimates of the cost of cor- 
recting them. In the Missouri study as in 
many other recent ones, the field data 
sheets were priority-rated as an aid to fu- 
ture programming of improvement projects. 

Once the overall physical improvement 
plan is adopted, it is then necessary to 
translate it into an improvement program 
to be put into effect on a year-by-year 
basis. This is where the so-called “pro- 
gramming” activity begins. Highway admin- 
istrators will select projects which they 
believe to be most critical of a dollar 
magnitude that can, in their opinion, be 
financed during the next one, two, three, 
or more years. Once the program is offi- 
cially adopted by the highway commission 
or other responsible official or officials, it 
is translated into directives for preliminary 
and final location surveys, rights-of-way 
acquisition, design and plans preparation, 
and, eventually, to construction. 

Thus, the activity known as programming 
is the logical and necessary sequel to plan- 
ning, and must occur in some form or other 
before the plans can be translated into 
accomplishment. In actuality there may be 
several programs in the programming stage 
rather than one; for example, there might 
be one program for the accomplishment 
of preliminary surveys, another for the pur- 
chase of rights-of-way, a third for the prep- 
aration of plans, and a fourth to schedule 
the individual projects for contract letting. 
It is easy to see that the process of pro- 
gramming is in no means simple, but is 
actually in many ways as complex as the 
procedure for physical or engineering-needs 
planning. 

The physical programs must, of course, 
be translated eventually into financial pro- 
grams. The extent of funds available for 
all purposes—such as administration and 
maintenance as well as capital outlays— 
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will place an effective limit on the size of 
the construction program that can be put 
under contract in any given year. The 
amount of funds available will be deter- 
mined not only by current income from 
highway user taxes, Federal-aid, and other 
current sources, but also by funds received 
from borrowings. The fiscal programming, 
not ordinarily designated by that name, is 
usually handled by the top-level admin- 
istrative heads of the State, county, and 
local agencies involved unless there is some 
specific directive to the contrary imposed 
by the legislature or some other outside 
source. 

Restrictions imposed from without can 
have a very important and sometimes a 
very adverse effect on both the physical 
and fiscal programs of a State highway 
department or other governmental agency 
responsible for the highway function. In 
this category would be included require- 
ments that funds be distributed according 
to certain formulas among various con- 
struction districts, among systems, or even 
to specific projects. Such restrictions take 
much of the direction of highway devel- 
opment out of the hands of the highway 
administrators and places it in those of 
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other groups, usually politically dominated. 
In spite of all of the frustrations and 
shortcomings that have been recounted 
here, the field of long-range highway plan- 
ning stands out as one of the most success- 
ful areas of the practical application of 
planning techniques that can be found in 
this country today. The excellent coopera- 
tive relationships that have now existed 
for more than forty years between the 
Federal and State governments in this area; 
those of a similar character that have 
existed for many years between most of the 
States and their subordinate units; and an 
active continuing program of collection, 
compilation, and analyses of data funda- 
mental to long-range planning by the Fed- 
eral, State and many of the local govern- 
ments have gone a long way toward making 
these accomplishments possible. Those en- 
gineers, economists, and other specialists 
who have participated in long-range plan- 
ning studies in the various States have 
themselves made a great contribution in 
this endeavor. As stated at the beginning 
of this article, highway planners are per- 
haps most fortunate among all planners 
since most of them live to see at least a 
portion of their dreams become realities. 


Agriculture 
Needs 

Better 

Public Relations 


American agriculture has become public 
relations conscious, as an industry, only 
in recent years. For many decades agricul- 
tural producers and processors have ag- 
gressively merchandised individual farm 
products or groups of products, but just 
recently have they felt the need to mer- 
chandise agriculture. We now seek consumer 
acceptance not alone of our product, but 
of our policy. 

It is well to consider this important 
problem because agriculture’s public re- 
lations with vast numbers of the non-agri- 
cultural population are not in good repair. 

This discussion will cover five general 
areas. 


1. The development of the agricultural 
public relations problem. 


2. Bases for the hostile urban attitude 
toward agriculture. 


38. Facts and fancies underlying urban 
attitudes toward agriculture. 


4. Current situations and attitudes which 
are dangerous. 


5. What can be done about it. 


Nature of public relations problems 


Throughout U. S. national history, agri- 
culture has always “enjoyed” the sympathy 
of most non-farmers. Our industry has al- 
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ways been able to draw upon a substantial 
deposit in the bank of national good will. 
The balance in that account is still large, 
but has been decreasing in recent years. 

The historical solicitude for agriculture 
is understandable. Until just a generation 
or two ago we were essentially an agricul- 
tural nation. Most of us are at the most 
only one or two generations removed from 
active farming. That is true of vast num- 
bers or urban families. 

There are other reasons why, as a nation, 
we have been uniquely sympathetic with 
farmers. Even those who live in the densest 
part of big cities recognize that food pro- 
duction is basic and vital. They have been 
slow to attack those who supply their food. 

Through the years, non-farm people have 
been “sympathetic” with farmers because 
of their long hours of hard work, lack of 
city conveniences, and relative isolation 
from the cultural and recreational facilities 
of the city. Farmers are subject to weather 
and insect hazards, to price and income 
differentials as compared to other vocational 
groups, and have often struggled under 
the burden of heavy indebtedness while 
trying to pay for the farm they operated. 
Moreover, there has been a widespread 
belief in this country that a high proportion 
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of farm owners contributes to economic and 
political stability. 

Most people in this country have tradi- 
tionally thought of the farmer as a “little 
guy,” and we don’t get hard-boiled with 
little guys. Indeed, we give them pref- 
erential treatment. 


This historical public sympathy toward 
farmers has found concrete expression in 
a long series of preferential legislative en- 
actments. 

Through the first two-thirds of the nine- 
teenth century, disposition of the public 
domain was marked by easy land and credit 
policies. This finally culminated in the 
Homestead Act of 1862. 

In the same year, the Lincoln admin- 
istration adopted the Morrill Act creating 
special agricultural research and educa- 
tional institutions in our states, and also 
created the United States Department of 
Agriculture. 

The agricultural experiment _ stations 
were established in 1887, providing for a 
vast amount of scientific research at public 
expense for the agricultural industry. The 
Smith-Lever Act in 1914 established the 
cooperative extension service, under which 
scientific investigations and recommenda- 
tions are carried to farmers—at public ex- 
pense. The Smith-Hughes Act in 1917 pro- 
vided for teaching of vocational agriculture 
in high schools. In the same year, the Fed- 
eral Land Banks were established, presag- 
ing a broad system of agricultural credit in- 
stitutions with considerable government 
underwriting through the years. 

The decade of the 1920’s saw growing 
support for direct federal assistance to 
farm income, as witnessed by the McNary- 
Haugen controversy and the establishment 
of the Federal Farm Board. 

Following the New Deal in 1933, a whole 
flood of preferential legislation for agricul- 
ture was unloosed. This flood tide continues 
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unabated today, even though its direction 
may change occasionally. 


RELATION WITH GOVERNMENT 


Governmental aid to American agricul- 
ture has been more and more taking the 
form of direct aid to the individual farmer, 
which is extended in return for his com- 
pliance with some particular action pro- 
gram. 

From the time of the creation of the 
USDA in 1862 until 1933, the emphasis of 
the Department of Agriculture was largely 
on indirect assistance to individual farmers 
through aid and encouragement to the agri- 
cultural industry generally. Such aids took 
the form of research, education through 
the land grant college system including 
the Agricultural Extension Service, and 
the regulatory functions of the Department 
of Agriculture with respect to both pro- 
duction and marketing. Direct payments 
were not made from the U. S. Treasury 
to individual farmers. 

Now millions of farmers receive checks 
directly from the treasury for the feed 
grain program, the soil bank, conservation 
practices, soil fertility building, loans on 
crops, sale of crops and the like. It was 
inevitable that non-farmers begin to be 
critical of such practices. And criticism of 
this kind will always spill over to affect 
the research and educational work done 
for agriculture in our Land Grant Colleges. 

Seldom before have our farm programs 
been so bitterly embroiled in partisan pol- 
itics as today. Unprecedented numbers of 
urban residents, as well as urban congress- 
men, are taking sides in the farm contro- 
versy. And many of them are not friendly 
to agriculture. 


HOSTILE URBAN ATTITUDE 


Imagine for the moment that you live 
in downtown Chicago. You are several gen- 
erations removed from the farm. Your work 
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is in no way connected with the agricultural 
industry. Your only contact with agricul- 
ture is your community grocery store and 
what you read in the newspapers. What 
are the things about agriculture that would 
probably irritate you? 

The underlying reasons for the hostile 
urban attitude toward agriculture may be 
grouped into eight categories. Like all ar- 
guments, some of these are without foun- 
dation, and some with. They are 
1. High food costs. 

2. Big farmers are getting rich. 
3. Heavy cost of farm subsidies from taxes. 


4. Program of planned food shortages in midst 
of surplus. 


5. Special favors for agriculture, such as co- 
operatives, taxes, credit. 


6. Sprawling and expensive USDA bureaucracy. 


7. Agricultural research and education create 
costly surpluses. 


8. Disproportionate political power in Congress 
and state legislatures for rural districts. 


We now turn to an examination of each 
of the eight urban attitudes listed to see 
which is true and which is not true. 


FACTS AND FANCIES 


1. High food costs—This typical urban 
attitude is without foundation in fact. The 
retail price of food in America is only 6.6% 
above the level of 1952—nine years ago. 
Retail food prices in March, 1961 were 
121.2 (1947-49= 100), compared with 
114.6 for the yearly average in 1952. In 
the meantime, purchasing power of our 
people has risen substantially. Over the 
same period of time, while food prices were 
rising 6.1 points, the index of all consumer 
prices rose 14.1. 

Food is cheap and getting cheaper in 
terms of how long the industrial worker 
must work to pay for it. It is cheaper now 
than before World War II. It is cheaper 
now than it was in 1932, in terms of how 
long the worker must work to get food. 

There is no other country today where 
the working man spends so small a propor- 
tion of time earning the food he eats as 
in America. There is no other country where 
the working man has so large a part of his 
working day left to buy the things that 
make life so pleasant. 


INDEX OF CONSUMER PRICES 


1947-492100 ~ 


INDEX, 1947-492100 
SERVICES 
i 
ALL ITEMS 
100 100 
1955 1956 1957 1959 1960 1961. 
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Some of us remember the “good old 
days” of 1914, when rib roast was only 20 
cents a pound. But it took 48 minutes of 
labor to earn the money to buy a pound 
of rib roast then. Today it takes 20 minutes 
of labor, or 40 per cent of the time of a 
generation ago. 

In 1914 bacon was 27 cents a pound. 
But it took an hour and 5 minutes of labor, 
as opposed to 19 minutes now. In other 
words, it took three times as long to get 
a pound of bacon. Today a working man 
gets his loaf of bread in 40 per cent of 
the working time it took him a generation 
ago. 

Not only do we get foodstuffs in Amer- 
ica with much less time spent, but we eat 
more and better foodstuffs than ever be- 
fore in history. We’re all “eating higher 
on the hog” and enjoying it tremendously. 
And it doesn’t cost very much to do it 
either. The thing that bothers most Amer- 
icans today is not so much the high cost 
of living as the cost of high living. 

Foodstuffs come to the average Amer- 
ican at bargain prices because research 
and education have made it possible for 
the great agricultural industry to produce 
in such abundance and so efficiently. 


2. Big farmers getting rich—In the ag- 
gregate, this surely is not true. However, 
individual farmers who know their business 
are doing “okay” financially. But there 
is nothing wrong with that. Ours is an 
economy where the efficient and progres- 
sive are supposed to prosper. 

Net farm income in recent months has 
been running at an annual rate of around 
$12.7 billion. While this is up from a couple 
of years ago, it’s still one-fourth below 
the high of $16.8 billion in 1947. 

On the other hand net incomes of indi- 
vidual farmers who know their stuff com- 
pare very favorably with net incomes of 
professional workers, skilled workers and 
business executives. But we must not per- 
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mit urbanites to condemn agriculture be- 
cause successful individuals make a satis- 
factory income. Successful farmers don’t 
stay in the business just because they love 
it. They operate a big business, and must 
enjoy financial rewards commensurate with 
their capital investment and managerial 
input. 

We therefore conclude that this urban 
attitude is without foundation. 


3. Heavy cost of farm subsidies—This 
urban attitude is well founded. The USDA 
this year will spend an all-time record 
sum of something like $7.0 billion. Of course 
this isn’t all subsidy. But in the neighbor- 
hood of $4.5 billion is for subsidy and price 
support payments, either in the current 
year or for prior program costs. While it 
may well be argued that not all of these 
sums represent direct subsidy to agricul- 
ture, yet the impression persists (we still 
live in the Chicago Loop) that it has been 
a pretty costly business. We are vaguely 
aware that tremendous sums are being 
spent for such things as commodity price 
supports, soil bank payments, agricultural 
conservation payments, CCC loans on farm 
commodities, soil conservation service, 
credit subsidies, surplus disposal, and the 
like. 

We conclude that this urban attitude is 
well founded in fact. In defense, it can be 
pointed out that agriculture is not unique 
in receiving substantial subsidy. However, 
this type of argument is simply the pot 
calling the kettle black and is not valid. 

On the other hand, we must refute the 
idea that all farmers want tax handouts. It 
is becoming increasingly clear that many 
farmers want freedom from governmental 
interference. They do not want their farms 
run from a desk in Washington. 

The relatively large sign-up in the 1961 
emergency feed grain program in no wise 
indicates general farmer approval of more 
government in agriculture. In this case, 
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the cash premium placed on compliance 
was so high that it simply paid to go in. 

4. Program of planned food shortages— 
On this point we stand indicted. One reads 
in the paper that the government has pur- 
chased rather substantial sums of butter, 
cheese, and dried skim milk—acquired with 
taxpayers’ money, in an effort to keep the 
price so high that consumers couldn’t af- 
ford to purchase butter in the grocery store. 
We are also vaguely aware (we still live 
in the Chicago Loop) that all the corn, 
stored in steel bins and sealed cribs around 
the country, might have made pork a 
little more plentiful and steaks a little less 
costly had it not been priced into govern- 
ment storage rather than into feed lots. 

And our tax dollars helped create this 
situation. We are not pleased. This typical 
urban attitude has substantial backing in 
fact. 

5. Special favors for agriculture—This 
charge is largely true. Agriculture has long 
been the recipient of special favors—in aid 
for cooperatives, preferential treatment on 
taxes, easy credit, irrigation districts, soil 
conservation districts, electricity and a 
large variety of related items. Again, it can 
be argued that other sectors of the econ- 
omy likewise have received special favors. 
That in no way detracts from the truth of 
the attitude held by urban people. 

6. Sprawling USDA bureaucracy—This 
charge is true. USDA programs and per- 
sonnel reach into every agricultural county 
of the country. A good deal of publicity 
has been directed to this situation in recent 
years. Some of this criticism spills over 
onto the agricultural extension personnel 
stationed in our agricultural counties, even 
though they are there to do an educational 
job and not to direct a federal farm pro- 
gram. 


7. Agricultural research and education 
create surpluses—This charge is unfounded. 
Research and education create abundance. 
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Abundance is desirable. Unwise price and 
distribution programs create the surplus. 
An abundance of food and fiber, produced 
efficiently and merchandised effectively, is 
the very cornerstone of a strong and ex- 
panding economy like ours. This can be 
attained only through the full application 
of science to the agricultural industry. 

We conclude that this urban attitude is 
without foundation. 

8. Disproportionate political power in 
congress and legislatures—Again agriculture 
stands indicted. The farm bloc in Congress 
exercises political power out of all propor- 
tion to the numerical strength of agricul- 
ture. This is true partly because the agri- 
cultural state of Nebraska, for example, 
has as much voting strength in the Senate 
as the industrial state of New Jersey. Most 
of our state legislatures are farmer-dom- 
inated, even in many states which are pre- 
dominantly urban in character. The con- 
stitutional requirement for periodic legis- 
lative reapportionment in most states has 
been blandly ignored for many years. As a 
consequence, in many states city govern- 
ments are severely circumscribed in au- 
thority, regulations and revenue. They are 
being economically strangled. Urban re- 
sentment against farmer political domina- 
tion is multiplying yearly. The charge is 
true. 

In summary—three of the eight bases 
for a hostile urban attitude toward agricul- 
ture are false, and five are true. 

Meditating under this self-indictment, 
let us examine briefly certain political and 
sociological forces affecting the U.S.A. 


DANGEROUS SITUATIONS 


The farm program has become one of 
the really big issues in American govern- 
ment. Agriculture and big government have 
formed a permanent alliance. The extent 
of the alliance becomes broader with each 
passing year. The basis for the alliance 
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runs deeper than the particular politics of 
the administration in power in Washing- 
ton. 

Minority groups almost inevitably suffer 
in a government regulated economy. And 
agriculture is now a minority group. If 
the majority of voters become convinced 
that food prices can be regulated, the over- 
whelming ultimate pressure will be to reg- 
ulate them downward. Most Americans be- 
lieve in cheap food, not expensive food. 

About 8 per cent of Americans now live 
on farms. Only 5 or 6 per cent are engaged 
in commercial agriculture. We are a numer- 
ical minority. Public revulsion against costly 
farm programs could quickly make us a 
political minority. The danger in this sit- 
uation is real and imminent. 

Agriculture is no longer “a way of life.” 
It is now big business. The typical family 
commercial farmer is no longer a “little 
guy.” He now has heavy capital investment, 
large cash receipts and expenses and op- 
erates like a business man. One of the 
reasons he has traditionally “enjoyed” the 
sympathy of non-farmers has now been 
removed. 


Agriculture is no longer as necessary as 
formerly. This is the age of synthetics and 
substitutes. Producers of butter or cotton, 
for example, have discovered that con- 
sumers can get along pretty well without 
their products, if the price gets too high. 
The march of science may make people 
less dependent on agriculture than formerly. 


WHAT TO DO ABOUT IT 


Agriculture’s public relation program 
must employ a dual attack. In the first 
place, we must correct the misconceptions 
of the non-agricultural public. They must 
be convinced that food is not expensive, 
and that food producers, processors and 
distributors are not rolling in wealth at 
the expense of food consumers. This in- 
formation can be disseminated through our 
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publications, our conversation, our public 
addresses and our advertising. 

However, this is essentially a defensive 
technique. It is not the sole line of at- 
tack our industry must pursue. Indeed, 
it is not even the main line of attack. 

The second prong of agriculture’s public 
relations program must be designed to 
correct our own errors. It was observed 
earlier in this paper how five of the eight 
bases for the hostile urban attitude toward 
agriculture are pretty well founded in fact. 

Efficient agricultural production and 
marketing must be stressed. This is the age 
of science and technology in agriculture. 
Output per worker in agriculture has 
doubled since 1940. It is still increasing 
rapidly. This step-up in efficiency must 
continue at an even accelerated rate. 


No moratorium on research 


We must all combat the philosophy 
which asserts that, because of current agri- 
cultural surpluses, we should “declare a 
moratorium on research and education.” 

This is a false and a dangerous doctrine. 
It was preached in 1920 when post World 
War I surpluses developed. Think where 
the country would be today if that phi- 
losophy had prevailed forty years ago. It 
was preached again in 1941, just before 
World War II, when surpluses again 
plagued us. Think for a moment of the 
situation now if we had listened to that 
just twenty years ago. The best way today 
to stop the steady march toward fulfillment 
of the American Dream would be to pull 
the rein on agricultural research and edu- 
cation. This we must never do. 

Continued emphasis on agricultural re- 
search and education is a must for a pro- 
ductive, prosperous, and expanding America. 


Profitable farming our goal 


We must all stop portraying agriculture 
as our “poor country cousin.” Our national 
literature and folklore are filled with im- 
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pressions of that kind. While that once may 
have been true of agriculture, it is no longer 
true. Commercial agriculture is now big 
business. There are good income oppor- 
tunities for able farmers. The typical farm- 
er accumulates ownership of a farm dur- 
ing the time he is also making a living 
from farming. In this respect he has an 
advantage over his city cousin. 

Our goal in agricultural research and 
education for many decades has been to 
raise the level of farm incomes. On the 
whole, we have been rather successful. Let’s 
admit success, rather than shout failure. 

If agricultural efficiency continues to 
grow, as it should, some of the people on 
farms will move out of agriculture. So 
many farm programs are geared to “keep- 
ing them down on the farm.” This is wrong. 
We should train young people off farms in 
areas where population must move out of 
agriculture. Many of them should be trained 
into useful service in the growing area of 
AGRI-BUSINESS. The Agricultural Col- 
leges are tooled up to meet this need. 


We must not use agriculture as an in- 
stitutional burying ground to immobilize 
large numbers of people and resources we 
are not smart enough to utilize more effec- 
tively elsewhere. 


We must all work to make the agricul- 
tural profession one of which we are proud. 
The dentist is proud of his profession, the 
lawyer his, the school teacher his, and the 
plumber his. Let’s make farmers proud of 
their profession. It is truly one of which 
they should be proud. To do this we must 
dispel the “poor country cousin” attitude 
so many still have about agriculture. We 


must elevate the profession above the 
“alms-receiving” status. 


NEEDED PUBLIC RELATIONS 


Someone has defined public relations as 
making people like you. Another person 
has said public relations is doing your work 
in such a way that the public develops an 
appreciation of your work and of you. 
Some wag has defined public relations as 
that which you do when you can’t get by 
with what you’ve been doing. 

The definition of public relations that I 
like best is (1) living right and (2) getting 
credit for it. 

Public relations is not the art of apply- 
ing whitewash. It is not the business of 

covering up 

alibi and intrigue 

high pressure propaganda 

selling a “bad egg.” 

These are simply short time expedients. 
They don’t produce lasting results. 

The best public relations program is to 
live so that you don’t need a public rela- 
tions program. 


If a cancerous sore is infecting agricul- 
ture’s well-stream of public good will, let’s 
dry up the sore. This will be better than 
repeatedly trying to treat the water. 

Through the decades, American good 
will toward, and assistance for, agriculture 
has been tremendous. The net balance in 
the bank of public good will is still high. 
But time will run out on us one of these 
years. We need promptly to mobilize all 
resources back of an effective public rela- 
tions program. 
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Pursuit 


of 
Quality 


Permit an alumnus to recall episodes in 
the critical middle third of his life which 
was spent on the Missouri campus as stu- 
dent and teacher. I recall vividly the ac- 
quisition of a wife, a son, loyal friends, 
stimulating colleagues, inquisitive students, 
an open but critical mind, academic degrees, 
foreign fellowships, and much else. 


Commencement, however, is a time to 
look—not backward, but forward, even 
though at our present state of development 
no one knows what the future holds. Sup- 
pose we begin by looking forward some 
two or three decades. By that time many 
1961 graduates will have attended gradua- 
tion exercises for their children. 


BASIC QUESTIONS 


Although my training and experience 
are those of an economist, I shall say 
nothing about the challenging possibilities 
for Gross National Product, per capita in- 
come, or other economic magnitudes. In- 
stead, I suggest a look forward by asking 
yourselves much more basic questions. 

What would you like to have your chil- 
dren think of you as they graduate? What 
can you do to merit such thoughts? Con- 
templating your children’s presumed 
thoughts in this way is most likely to reveal 
what is really important—one’s basic mo- 
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tives. This is true because in dealing with 
your own child you are concerned with an 
individual you love deeply, who is of your 
own genes and blood. At the same time you 
are dealing with a person who is an in- 
dividual in his own right, different from 
yourself and from everyone else. You must 
appeal to his heart and persuade his mind 
if you are to influence him. 

Unfortunately, you cannot be sure that 
you know what is best. Nevertheless, three 
decades from now you may well consider 
that being a parent is one of the most hu- 
manizing educational processes known to 
man. 

The tensions arising from the relation- 
ships between generations have not eased 
measurably in the century since Turgenev 
wrote his Fathers and Sons. The fundamen- 
tal drift seems to have been in the direction 
envisioned by Turgenev—toward Bazarov, 
the nihilist, and away from Petrovitch, 
the mystic. 

The different world developments in 
science, from nuclear physics to molecular 
biology, suggest that this drift is likely to 
continue. In any event, the world in which 
we live differs vastly from that expected 
by Turgenev’s contemporary, Henry L. 
Ellsworth, Commissioner of Patents, who 
concluded in 1844: 
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The advancement of the arts from year to 
year taxes our credulity and seems to presage 
the arrival of that period when human im- 
provement must end. 


The basic origin of the explosive ideas, 
that have kept the mind and the Patent 
Office open, is the insatiable desire of man 
to know the unknown—to comprehend his 
role in the universe. You have become 
aware that knowledge is like an island in 
a boundless sea of ignorance. The more 
one learns—the larger his island, the greater 
its periphery, the more aware he becomes 
of what remains unknown! Hence, the ex- 
tent of education is not measured by the 
number of questions one can answer. 


The question, What is it? is only the 
starting point. Education begins when one 
asks: Why is it? What of it? What are 
we going to do about it? Then, like Jacob 
of old, one begins his night of wrestling. 
The breaking day will find him victorious 
only if, like Jacob, he is impelled to say: 
“T will not let thee go, except thou bless 
me.” 


LIMITATIONS OF SCIENCE 


After asking such questions we find 
either that science is silent or that scientists 
respond with conflicting voices. The area 
of agreement among scientists narrows rap- 
idly as more fundamental questions are 
asked. There is no agreement at all at the 
deepest levels, such as the ultimate phil- 
osophical—and theological implications of 
the DNA molecule. This makes one won- 
der how objective and impersonal science 
really is. 


Even logic, that powerful mistress of 
systematic thought, is not infallible. In- 
deed, she has been described—not alto- 
gether facetiously—as an organized way 
of going wrong with confidence. I say this, 
not to soothe those who may have experi- 
enced difficulty with logic and science but 
rather to caution those, who feel themselves 
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masters, not to expect more of these dis- 
ciplines than they can deliver. The wind 
of change has opened even some of these 
most tightly closed doors. 

Science has taken over large new terri- 
tories through application of statistical 
methods. But, somehow, it does not really 
satisfy our inherent quest for certainty to 
be told that something has a very high 
degree of probability. Thus, the motions 
of the planets about the sun can be de- 
scribed and predicted accurately on the 
basis of scientific laws. No one, however, 
at this stage of development, pretends in 
any serious sense to understand the laws 
of motion and of gravitation. 


THE UNIVERSITY’S ROLE 


Candidates for degrees appreciate that 
a university plays a dual role in society. 
On the one hand it is a repository of ac- 
cumulated knowledge. It has a faculty 
whose members master the intellectual her- 
itage, received from our forebears, and 
pass it on to selected members from each 
new generation. It undertakes to train men 
and women who will shape their society 
on the basis of the accumulated knowledge 
from the past. 

On the other hand, the professors are 
forever in quest of new truth which makes 
contemporary knowledge and contemporary 
society obsolete. This does not mean that 
a umiversity is schizophrenic, working 
against itself. Instead, it functions in har- 
mony with a society that is not static but 
developing. 

Mankind is forever reaching beyond it- 
self, and universities are among the chief 
agencies through which it does so. Should 
your University ever come under attack 
because it is discharging this function, I 
urge you to rise vigorously to its defense. 

In this perspective, a contemporary test 
of a man’s education is the degree to which 
he maintains an open mind toward at- 
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tempts to learn more about the universe 
in which he lives. The educated man will 
not harbor “the old conceit of being wiser 
than posterity—wiser than those who will 
have had more experience,” as Jeremy 
Bentham phrased it. He will reveal himself 
in such qualities as: 
—his zest for life 
—his sense of humor 
—his empathy with his fellow man 
—the largeness and humility of his spirit 
—the character of his mind, as reflected in 
the questions he asks as well as the proc- 
esses by which he reaches conclusions. 


LEARNING BY EXAMPLE 


The professional man strives for quality. 
This, of course, is an ancient idea. I hap» 
pen to have received it from my father. 
I told him that I would like to attend the 
University of Missouri. He thought it was 
a good idea and said he would help me 
earn my way by teaching me to be a car- 
penter. 

He was an exacting teacher. My first as- 
signment was to rip parting-beads for win- 
dow frames from eight-inch boards. He 
made it look easy. With long, smooth 
strokes he quickly ripped several half-inch 
strips. When I tried it, the saw jerked, 
followed the grain of the wood instead of 
the pencil mark and assumed weird angles. 
Patiently, with a few deft strokes, he re- 
stored the saw to its proper position. We 
alternated this way—I getting off the mark 
and he returning to it—until he sensed my 
growing impatience. 

At precisely the right moment, he said: 
“Suppose we try planing.” At that point, 
I was willing to try anything that would 
get me away from sawing. He placed one 
of his strips in a vise and with one smooth 
stroke planed a uniform shaving and turned 
out a perfect parting-bead. Then he took 
one of my strips. He said: “Well, we will 
have to correct with the plane the mistakes 
you made with the saw. That is why you 
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must become master of the saw, and of the 
plane, and of every tool in the box.” 

Then he generalized: “Life is like that. 
You will never regret the effort required to 
do something right. Sooner or later you 
will have to make up for what you do 
wrong. With perseverance, you will find 
it becomes easier and far more rewarding 
to do things right in the first place.” 

How much I appreciated training by a 
man of quality, as I observed hatchet-and- 
hammer men produce their shoddy results. 
My father taught me not to be satisfied 
with something that was about right. He 
insisted that it be just right. He did not 
look upon work as punishment but as a 
means of self-expression and he wanted ta 
express the best that was in him. 


He still derives great satisfaction from 
pointing out houses whose construction he 
supervised. He does not own the deeds to 
them, but in a very real sense they are his 
houses. His real reward has been at the 
level of his motives—not external but in- 
trinsic. His reward for a service well done 
was the ability to render even better service. 
He has been a real professional. 


Dr. Robert J. McCracken illustrated 
this point with a story in his sermon on 
“The Acquisitive Instinct in Religion”: 


A visitor to New York was impressed by 
the courtesy of a bus driver towards the pas- 
sengers on his bus. After the crowd had 
thinned out he spoke to him about it. “Well,” 
the driver explained, “about five years ago 1 
read in the newspaper about a man who was 
included in a will just because he was polite. 
‘What in the world?’ I thought. ‘It might 
happen to me.’ So I started treating pas- 
sengers like people. And it makes me feel 
so good that now I don’t care if I ever get 
a million dollars.” 


Reverend McCracken interpreted this 
experience in these words: “There you have 
an illustration of motives at two levels, of 
a man raising his sights, of virtue for its 
own sake yielding its own reward.” 
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A NEW PHILOSOPHY 


It is reasonable to assume that college 
graduates will have growing opportunities 
to shape the character of the institutions 
they join. Contemporary society is looking 
to its leaders to develop a new philosophy 
of the role and purpose of its institutions, 
particularly of the business enterprise. 

One facet of this new role is the impor- 
tance of recognizing the ambitions of the 
members who comprise the staff. Of course, 
there are individuals whose aspirations are 
beyond their competence. This should not 
be used, however, as an excuse to lower 
our sights with respect to the critical impor- 
tance of human relations. In the final anal- 
ysis, institutions exist to serve individuals, 
not the other way around. 

An institution which strives for quality 
is marked by the attitude of its manage- 
ment toward the problems of human re- 
lationships. Among the goals are: 

1. To have each individual be and feel himself 


a necessary and therefore indispensable part 
of the institution. 


2. To have each individual feel a compulsion 
to perform at the peak of his ability. 

3. To reward each individual in proportion to 
his contribution to the joint product. 


4. To have supervisors at all levels who want 
their subordinates to make good, who help 
them make good, and who rejoice with them 
when they do make good. 


5. To prepare for the perpetuity of the institu- 
tion despite the mortality of every individual 
in it. 


By this time it is apparent that the main 
burden of my message is an appeal to per- 
meate our lives—and the lives of our insti- 
tutions with the professional approach. This 
approach is not something to be taught in 
a formal training program or to be added 
for decoration. It should reflect itself in all 
that we do—as it will, if it is real. 


Some may say that I am being impossibly 
Naive or idealistic in appealing for profes- 
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sional standards, in urging the pursuit of 
quality. I do not think so. After all, ex- 
ceptional educational privileges impose cor- 
responding responsibilities. It may be that 
the professional approach is one of those 
feelings that must be experienced and not 
merely observed or read about to be under- 
stood. If so, my appeal is to strive for the 
experience. 

To repeat, it encompasses a sense of 
duty to serve others as part payment for 
the thrill of sharing society’s great ad- 
venture; a sense of humility before the 
mysteries of the universe, coupled with a 
burning desire to unravel them; a sense of 
pride in the achievements of institutions 
whose destiny one has helped to shape; a 
sense of contentment in having helped 
others to self-fulfillment. 


PROFIT FROM THE UNEXPECTED 


I should like also to hope that young 
people may be endowed with serendipity. 
This word was coined a couple of centuries 
ago by Horace Walpole, a great art col- 
lector. Every collector knows that he often 
makes his best finds while looking for some- 
thing else, or even when simply browsing. 
Until recent editions, Webster defined seren- 
dipity as “the gift of finding valuable or 
agreeable things not sought for.” Irving 
Langmuir, the Nobel laureate in chemistry, 
suggested “a more appropriate definition. 
‘Serendipity is the art of profiting from the 
unexpected.’ ” 

Increasing knowledge seems to have been 
accompanied, not—as our forebears might 
have supposed—by a decrease but rather 
by an increase in the incidence of the un- 
expected. I see no reason to anticipate a 
change in this correlation. The unexpected 
will continue to happen—even more fre- 
quently, perhaps. May the reader have 
the gift—or the art—to profit from it! 
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SUMMARY 


Once these attributes are acquired, you 
will find that you have a mind that never 
grows old. You will find also that your life, 
your family, your profession, and indeed 
the whole society of which you are a part 
will be enriched and made more significant. 

Goethe, the greatest of German poets, 
exemplified much of what I have to say. 
He spent sixty years writing his master- 
piece; but he completed his Faust. In the 
very first scene he says: 

The inheritance that you have received 

from your forebears, 

Earn it, to make it truly your own. 
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In the very last scene he sums up the 
philosophy he developed over his lifetime 
in these words: 

Yes, to this thought I hold with firm conviction, 
The last result of wisdom stamps it true, 


Only he earns life as well as freedom 
Who daily must conquer them anew. 


So, back to where we began, to consid- 
eration of your children. Remember that 
it is the children who will gradually take 
the places of parents as the loved ones who 
will be watching over your shoulders. What 
they will see is up to you. 


Research Notes 


THE B&PA RESEARCH CENTER 


During the past few months the faculty of 
the School of Business and Public Adminis- 
tration has been considering the desirabil- 
ity of merging the Bureau of Business and 
Economic Research and the Bureau of 
Government Research. In March President 
Ellis and Dean Bradshaw requested that 
the Faculty Advisory Committee to the 
Bureau of Business and Economic Research 
and the Department of Political Science 
make recommendations concerning the wis- 
dom of such a merger. 

The Faculty Advisory Committee and 
the Department of Political Science were 
unanimous in recommending that a Re- 
search Center in the School be created. In 
June the general faculty of the School 
approved the recommendation and the 
Board of Curators approved the creation 
of the Center. Operations began on July 1. 


Reasons for the merger 


Behind the move to combine the two 
bureaus were several considerations. The 
School of Business and Public Administra- 
tion is one of few business schools in the 
nation which encompasses political science. 
Thus, it possesses advantages from the 
standpoint of organization for including in 
its research program work in accounting 
and statistics, business management, eco- 
nomics, and political science. A single re- 
search office might bridge these content 
areas with mutual benefits for all. 

Also, many studies today make use of 
portions of several disciplines. The Re- 
search Center is a logical vehicle for under- 
taking studies in urban economics, in taxa- 
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tion, in transportation, in management 
science and in government policy, as well 
as many similar areas requiring inter- 
disciplinary treatment. 

Then too, the combining of the research 
function in a single agency makes it possi- 
ble to achieve efficiencies in time and 
money. A greater degree of specialization 
can be realized by programming the total 
research activity in terms of problem areas. 
The operations should become more effi- 
cient and a greater total research product 
turned out per dollar of cost. 


Professional personnel 


Professional personnel attached to the 
new Research Center include a director, 
two assistant directors, and a research asso- 
ciate and editor of publications. Because 
of the close relationship between the Re- 
search Center activity and the teaching 
program of the School, each professional 
staff member of the Center teaches a maxi- 
mum of three hours of courses each semes- 
ter during the regular academic year. 


The program 


The Research Center is an integral part 
of the program conducted in the School of 
Business and Public Administration. It 
provides resources and sponsors both indi- 
vidual faculty research projects and group 
studies in the fields of accounting and 
statistics, business management, economics, 
political science and public administration. 

In addition to supporting studies pro- 
posed by faculty members, the Center pro- 
gram provides resources for coordinated 
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professional projects of significant import- 
ance for the future of the State and Nation. 

The Center offers a training ground for 
undergraduate and graduate student assist- 
ants who are selected by faculty members 
engaged in research activity. 

The Research Center program is sup- 
ported by State appropriations and by 
grants from public and private sources. 
The criteria used in determining the 
acceptability of grants are: 


1. The study must be designated as a use- 
ful undertaking for trained scholarly 
personnel. 

2. The study or results thereof shall in- 
volve no exclusive benefit accruing to 
the donor. 

3. Study investigators shall be completely 
free to reach their own conclusions in 
keeping with the highest standard of 
academic responsibility. 

4, Publication rights are reserved to the 


University of Missouri and may be re- 
leased on a permissive basis. 


5. The results of studies and conclusions 
of research personnel which are pub- 
lished as a part of completed studies 
are not guaranteed or endorsed by the 
University or the donor. 


The bimonthly Business and Govern- 
ment Review (previously Business and 
Economic Review) provides a vehicle for 
the publication of articles of current in- 
terest on a wide variety of topics. Emphasis 
is given to problems concerning business, 
economics and government relations. Al- 
though the Research Center program is 
designed primarily to encourage research 
undertakings by the faculty of the School 
of Business and Public Administration, 
appropriate research interests of faculty 
members in other Schools and Departments 
of the University are included in specific 
projects. 
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